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EXTENSION OF EXPORT CONTROL ACT OF 1949 


TUESDAY, MARCH 4, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to call, Hon. Brent Spence 
(chairman) presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Mrs. Sullivan, 
Mrs. Griffiths, Messrs. Vanik, Rutherford, Coad, Anderson, Breeding, 
Talle, Kilburn, Widnall, Betts, Mumma, McVey, Hiestand, Seely- 
Brown, Henderson, and Chamberlain. 


[H. R. 10127, 85th Cong., 2d sess.] 


A BILL To extend for an additional period of two years the authority to regulate exports 
contained in the Export Control Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 12 of the Export Control Act 
of 1949 (63 Stat. 7), as amended, is amended by striking out “June 30, 1958” 
and inserting in lieu thereof “June 30, 1960”. 

The Cuatrman. I would like to announce to the committee that 
pursuant to the authority vested in me by the committee I appointed 
Mr. Poston as a member of the staff. For many years he has been 
connected with the committee and has been working with the Sub- 
committee on Housing. He is familiar with the work of the commit- 
tee and I am sure that that appointment will be pleasing to those who 
know him and to those who get acquainted with him. 

Mr. Brown. Mr. Chairman, I think he isa splendid man. 

Mr. Tatuz. Mr. Chairman, for the minority, I want to say that we 
welcome Mr. Poston into our fraternity. 

Mr. Parman. I share the views of Mr. Brown and Dr. Talle, Mr. 
Chairman. I think you have made an excellent addition to the staff. 

The Cuamrman. We will proceed to hearings on H. R. 10127, a bill 
to provide for control of exports from the United States. 

We have with us this morning Mr, Secretary Weeks, as our witness. 
Mr. Secretary, you may proceed as you please. If you have a written 
statement you may read it without interruption and then subject your- 
self to interrogation. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE, ACCOMPANIED BY NATHAN OSTROFF, ASSISTANT GEN. 
ERAL COUNSEL; JOHN BORTON, DIRECTOR, OFFICE OF EXPORT 
AND SUPPLY; AND MARSHALL SMITH, DEPUTY ASSISTANT SEC- 
RETARY FOR INTERNATIONAL AFFAIRS 


Secretary Wrexs. Thank you, Mr. Chairman and gentlemen of the 
committee. I have a short statement. I will read it, if I may, and 
then T will answer such questions as may be put to me. 

1 
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Mr. Chairman, the Export Control] Act of 1949, as amended, pro- 
vides the legal basis for the control of exports from the United States. 
As you know, this act expires next June 30, and I am appearing be- 
fore this committee to explain why we are recommending the con- 
tinuation of export-contro] authority for another 2 years from that 
date. 

At the outset, I should like to call the committee’s attention to the 
Department’s 42d report on export-control operations which has re- 
cently been released, and copies of which you have before you. We 
send such reports to Congress regularly on a quarterly basis covering 
current activities, but since we knew this report would be issued about 
the time of the consideration of the act’s extension, we have made it 
more comprehensive than normally would be the case. The report 
goes into consideraable detail with respect to the origin and develop- 
ment of export controls, and the changing problems that we have had 
to face. In addition, the report contains much statistical data and 
information on the export control operations. 

In administering the act we are guided by the statement of legis- 
lative policy provided in section 2, which is that export controls shall 
be used— 
to the extent necessary (a) to protect the domestic economy from the excessive 
drain of scarce materials and to reduce the inflationary impact of abnormal for- 
eign demand; (0) to further the foreign policy of the United States and to aid in 
fulfilling its international responsibilities ; and (c) to exercise the necessary vigi- 
lance over exports from the standpoint of their significance to the national 
security. 

I should emphasize in this connection that the Commerce Depart- 
ment has always been careful to use export controls only where clearly 
required to accomplish one or more of the above- quoted policy objec- 
tives. We have interpreted the words of the legislative declaration of 
policy “to the extent necessary” to mean that controls should be con- 

fined to a minimum consistent with the objectives of the act. 

This conservative use of the authority to control exports is particu- 
larly illustrated by our practice in carrying out the policy of protect- 
ing the domestic economy from excessive drain of scarce materials. 
We have had, in the past, to establish quantitative limits or quotas for 
exports of many commoditiees in short supply, but at the present time, 
in our judgment, only four commodities need that kind of stringent 
control. These are nickel metal and certain grades of nickel scrap, 
certain industrial diamonds, rerolling rails and Salk vaccine. 

You will find a description of the supply situation set forth on pages 
24 through 27 of the above-mentioned quarterly report. 

While not now being used extensively, we believe the power to exer- 
cise that kind of control should be retained, because experience shows 
that our domestic supply of an important commodity can change sud- 
denly.. Careful licensing of commodities that appear to exhibit this 
tendency and surveillance of exports generally can and does enable the 
Government to prevent scarcity conditions from arising because of 
export demands. 

It is with this purpose in mind that the Department currently is 
using what is called a system of open-end licensing control, as distinct 
from actual quotas, over exports of iron and steel scrap. 

Iron and steel scrap supplies are, of course, essential to steel pro- 
duction, and ever since the war have been subject to export regulation 
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in varying degrees as a result of fluctuating but generally increasing 
both domestic : ‘and foreign demand. For sev veral years, from late 1 949, 
to the end of 1953, which included the period of Korean hostilities, 
iron and steel scrap exports were permitted only to Mexico and Can- 
ada, During 1954 and 1955, iron and steel scrap exports were per- 
mitted more “freely to other destinations but were stil] kept under in- 
dividual licensing requirements depending upon the domestic supply- 
demand situation and the particular types and quality of scrap to be 
exported. 

More recently, we adopted the policy of authorizing scrap export 
shipments only on a cargo-by-cargo basis, with eac h- applicant be- 
ing required to establish that he had previously shipped a cargo of 
scrap, and also that he had an available supply for export. ‘These 
requirements were calculated, of course, to moderate export shipments. 

At present, overall supplies of scrap are believed to be adequate to 
meet current domestic needs as well as essential requirements of 
friendly foreign countries, and export controls are now being main- 
tained primarily as a means of surveillance against sudden excessive 
exports. 

We have dropped the cargo-by-cargo limitation, but the validity 
period of licenses is limited to 90 days, and certain documentary re- 
quirements are still imposed in order to give us almost immediate 
information about current shipments. 

I may say, parenthetically, that the action of this committee in more 
or less initiating and helping to get started the Battelle report was in 
my judgment most constructive, and I think has been very helpful, and 
I can assure the committee that we are continuing to use the Battele 
report and other sources of data, and that we intend to continue ob- 
serving the course of scrap exports and other developments affecting 
scrap supplies very carefully, which I understand is the wish of this 
committee. 

[ turn now to our activities in carrying out the national security 
objective of the act. Over the past several years, almost all of our 
staff effort has been devoted to keeping strategic goods from moving 
directly or indirectly to the Sino-Soviet bloc. The regulation of such 
exports is needed so long as the cold war continues 

A number of developments have, however, occ urred in the security- 
controls field since we last appeared before this committee. Most 
notable has been our revised policy toward Poland, which I would 
like to mention at this point. On August 29, 1957, the Department 
announced that Poland would be accorded differential and more fav- 
orable treatment than other eastern European countries. 

The new policy, in addition to greatly simplifying trade controls 
toward Poland, permits the licensing of goods appearing on our 
strategic lists for export to Poland when such goods are “found to 
be necessary for her civilian economy. The changed regulations were 
designed to carry out this country’s policy of increased trade with 
Poland in accordance with the more general United States foreign 
policy objective of helping any nation to exercise the freedom and 
independence desired by its people. 

Another development in the security controls field has been the 
putting into effect of a new general license—GLS A—authorizing ex- 
ports without a validated license to the European Soviet-bloe coun- 
tries, including the U. S. S. R. of a wide range of peaceful goods. 
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Our purpose in establishing this general license was simply to facili- 
tate trade in nonstrategic commodities by eliminating the burden of 
United States exporters sof applying for individual licenses. It did not 
reflect any change in the underlying policy against permitting ex- 
ports of strategic goods. We, of course, have been wate hing carefully 
export trends under this new authorization. Actual exports, although 
they have increased in recent months, are stil] modest. 

In general, however, the bloc has thus far shown very little interest 
in consumer-type goods for direct use by the people. Instead, the 
major Russian interest has continued to be in industrial machinery 
and raw materials, and agricultural equipment, seed, and livestoc Hk. 

Since evasion of our security-export regulations is most likely to 
take place via third countries, it is necessary for the Department to 
saan carefully export applications for the shipment of strategic 
goods to friendly countries against the possibility of tr anshipment to 
the Sino-Soviet bloc. 

Our method of operation in this area includes the checking of 
license applications against intelligence information concerning the 
parties involved in the proposed transaction; prechecking through 
the Foreign Service selected applications for the purpose of deter- 
mining the reliability of the consignee and the bona fides of the trans- 
action; inspection of shipping documents and, on a spot-check basis, 
physical inspection of actual shipments at the ports of exit. 

We also trace the arrival and disposition of selected shipments for 
compliance with the terms of the licenses; and we have by regula- 
tion imposed a variety of documentary requirements calculated to 
put foreign importers and freight forwarders, as well as our own 
businessmen. on notice of our export regulations. 

We have found from experience that one of our most orem en- 
forcement activities is the informing of foreign participants, in ad- 
dition to the American parties, of the scope and purpose of U nied 
States export controls. When legitimate traders, forwarders, car- 
riers, and financing agents in friendly countries are made familiar 
with our restrictions against unauthoized reexports, they usually com- 
ply with them and do not permit the tri ansshipments that might 
otherwise take place out of ignorance or misunderstanding. 

Also, many who might be tempted to violate our controls are de- 
terred by our cautionary notices of United States export restraints, 
and of course, intentional offenders can be more readily dealt with 
when we are able to show that their violations were committed in 
knowing disregard of our rules. It is for this purpose, for example, 
that we have a requirement of a destination warning notice on bills 
of lading and commercial invoices accompanying pré ractic rally all ex- 
ports under general as well as validated licenses. This and other pro- 
cedures important to the enforcement of export controls are described 
in our pamphlet entitled “Highlights of United States Export Con- 
trols,” copies of which have been made available to the committee. 

When violations do occur we try to enforce our regulations as fairly 
as possible, but also with the knowledge that prompt, effective com- 
pliance action is one of the best deterrents to potential violators. Vio- 
lations are punishable under the law by fine and imprisonment, and our 
regulations also provide for suspending or terminating the privilege 
of | obtaining licenses or otherwise participating in export trade. 
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In addition, the customs collectors have authority to seize goods 
attempted to be exported illegally. For your information, we “have 
prepared a summary record of our compliance activities since 1956 
when we were last before this committee. It is contained in the state- 
ment entitled “Legal Enforcement Activities,’ copies of which have 
been furnished you. 

In conclusion, I should like to quote from my letter of January 20, 
1958, to the Speaker, in which I expressed the view that export 
controls are a necessity under present and foreseeable conditions: 

* * * It is our considered judgment that world tensions are such that export 
controls should not be permitted to expire on the present termination date of the 
act. The President stated most recently in his message on the budget, this is “a 
time of growing danger,” and, as we see it, under such circumstances, controls 
of this nature are clearly essential for the indefinite future. 

There is ample flexibility in the act to permit us to make any necessary changes 
in the scope and direction of export controls as and when conditions change, so 
that no other substantive amendments of the law are required. And, if at any 
time these controls should cease to be needed, they can be readily terminated, for 
section 12 of the act allows this to be done in advance of the specified termina- 
tion date either by concurrent resolution of the Congress or Presidential order. 

Mr. Chairman, that constitutes my statement, and I and my associ- 
ates who are with me will try to answer your questions. 

The Cuairman. Mr. Secretary, what is the condition of the national 
reservoir of iron and steel serap now ? 

Secretary Werks. Well, in a general way the Battelle report, as 
you recall, indicated that the overall supply of iron and steel scrap 
of all classes and grades was for a period of 5 or 10 years ahead ample. 
That, however, there was some expectation that we should be on the 
short side with respect to the heavy melting grades, and No. 1 bundles. 

Now, as a result of the report, we set forth to carefully screen 
foreign requirements. 

These grades seemed to be going out to a greater extent than we 
thought was desirable in the spring of 1957 and we had conferences 
with the principal buyers, the European Steel and Coal ae? 
aun the Japanese—Great Britain was not such a factor last year, in 

fact I don’t think they took any, practically speaking—but we made 
an arrangement which limited them, and actually they took less than 
they contemplated. 

We still think the situation described in the original Battelle report 
exists, but the expectations of purchases by principal foreign cus- 
tomers for 1958 are somewhat under 1957, and we see no danger to our 
supply at the present time, particularly in view of the currently re- 
stricted use in industry in this country. 

The Cramman. But the withdrawal of heavy melting scrap has 
been greater than the intake; has it not? 

Secretary Werks. I would say that that was a fair assumption, 
yes, sir. But not up to what we anticipated when we made these 
arrangements with the iron and steel community and the Japanese 
last year, when these arrangements were made we ‘thought they might 
take more than they actually did. 

The Cuamman. The steel industry is now operating at about 50 
percent of its capacity; is it not? 

Secretary WErKs. Well, slightly over, I think. 
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The Cuamman. Suppose conditions were to change, and a critical 
condition were to arise that would put the steel industry into full 
operation. What would be the condition of the scrap pool then? 

Secretary Weeks. Well, obviously, under present conditions inven- 
tories are on the high side, and we think that if the steel industry 
moves up, as we expect it will, toa greater volume, that we are in good 
shape, that we are all right, there 1 is nothing to worry about, but we 
watch it from month to month, week to week, and if anything does 
change our view we are in a position to act under this act. 

I see no reason es be fearful about the supply at this time. 

The Cuarrman. For national safety, it is absolutely essential that 
we should have an adequate pool of iron and steel scrap; is it not? 

Secretary Weeks. I think it is, although as time goes on and the 
foreign users of our scrap increase their supply of ‘metallics, build 
blast furnac es, and so on, I think they will undoubtedly draw less 
from us. It is essential, as you suggest, Mr. Chairman, that we have 
supplies of these better grades of scrap, but I see no reason why we 
will not have under present conditions. 

The Cuarrman. I presume you are going to keep your studies 
current ¢ 

Secretary Werks. Yes, sir. We are doing that, attempting to do 
that and doing it. I think the action of your committee in helping us 
to get that study underway was most helpful. 

The Cuarman. And you will report to Congress your findings? 

Secretary Werks. Yes, sir. You have the most recent report, and 
we would expect to have ‘supplementary reports coming along. 

The CHarrman. Do you find many violations of your license pro- 
cedure ? 

Secretary Weeks. I think since we were up here before there have 
been about 40 violations in which we have taken action, involving about 
120 corporations or businesses. 

The Cuatrman. How many convictions have you secured? 

Secretary Werks. I will ask Mr. Ostroff to answer that. 

Mr. Osrrorr. The statistics are in the statement before you, Mr. 
Chairman, the statement entitled “Legal Enforcement Activities” 
contains a complete count of the viol: ations cases, both administrative 
and criminal in the last 2 years. As the Secretary has said, there have 
been 40 cases involving administrative compliance action. In a mo- 
ment I will give you the figures on the criminal cases. There are 17 
which have been disposed of or are now pending, since January 1956. 

The Carman. What punishment has been inflicted on the viola- 
tors? 

Mr. Ostrorr. Well, the punishments vary, of course, Mr. Chairman. 
Again referring back to our major enforcement activity, which is in 
the field of administrative compliance—that is actions taken by the 
Department to take away the licensing privileges of violators, those 
punishments vary from a complete suspension of licensing privileges, 
which may mean, in most cases, putting the individual out of the ex- 
port business, to lesser pen: alties, depending on the circumstances in 
the case, such as a suspension of licensing privileges for a certain period 
of time. 

The Cuatrman. Js it difficult to enforce your licenses, or is there a 
tendency to violate them in many quarters ? 
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Mr. Ostrorr. Well, I would say, referring back to the general re- 
mark that the ‘Secretary has made in his statement, which is quite 
accurate, we find that, to the extent that we have been able to fully 
explain our regulations to the public and make them as understand- 
able as possible, that in itself goes a long way to deter violations. 

By and large, there are not many violations when you consider the 
volume of business transactions that occur in the export field. There 
are about 20,000 United States export firms, and we alone are involved 
roughly in handling between three and four thousand license applica- 
tions a week which would be upward of 150,000 to 200,000 a year. 
When you compare the 40 violations cases prosecuted over a 2-year 
period, and take account of the number under investigation at all times, 
as shown in our report, I think that gives you a fair measure of the 
significance or relative insignificance of the enforcement activity. 

I would say that by this time this program is sufficiently well un- 
derstood and established so that enforcement is pretty good. Viola- 
tions are not a substantial part of our activity. 

The Cratrman. Dr. Talle may proceed under the 5-minute rule. 

Mr. Tauix. Thank you, Mr. Chairman. You have made a good 
statement, Mr. Secretary. In commenting on it, I refer to page 2. 
You have listed there four items, nickel metal and certain grades of 
nickel scrap, certain industrial diamonds, rerolling rails, and Salk 
vaccine. The last one is a rather recent discovery, and it is interest- 
ing to note that you have listed only four. That is the smallest num- 
ber that I can remember you have had under control since the con- 
trols were started; is that right ? 

Secretary Wreks. I think that is so; yes, sir. 

Mr. Tatix. That surely is moving in the direction of unrestricted 
trade, which I like to have so long as it doesn’t conflict with our 
national interests, of course. 

The second point I would like to make relates to your statement on 
page 5, in which you comment on inspections. That relates to a ques- 
tion that has been asked me from time to time in past years. In other 
words, we want to be sure that we don’t contribute directly or indi- 

rectly to increasing the armament strength of our potential enemies, 

and I have always answered that question by saying that I don’t know 
of anything more the Department of Commerce could do than it is 
doing. You inspect the documents, you even inspect the goods. Is 
there anything more that you could do? 

Secret: ary Ww EEKs. It seems to me that the violations, which, as I 
have said, total about 40 since we came here before, are a pretty ac- 
curate measure of the enforcement of the act. 

Obviously it is difficult to be a hundred percent sure that you don’t 
run into transshipments, but I think we have been able to follow it 
up pretty well. 

I would like to ask Mr. John Borton, who operates the export con- 
trol, if he has anything to add to that statement. 

Mr. Borton. Dr. Talle, I might make this further comment: As 
you know, we transfer about a third of the funds appropriated for 
the administration of the Export Control Act to the Bureau of Cus- 
toms, and they have the inspectors who make the physical inspection 
of the shipments to which you referred, and the inspection and com- 
parison of the export documents with the licenses issued by us. 
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That is a hundred-percent inspection of the documents, but we have 
only a spot-physical check. It runs somewhere in the neighborhood 
of 4 percent of actual shipments. 

Now, obviously, we would be more effective if that were a higher 

rate of inspection, but we do feel that with the funds which have 
been appropriated, we can have effective enforcement and adminis- 
tration with a spot check of 4 percent, and we run what we call 
blitzes—we will make a complete inspection of everything going on 
one ship, or inspection of every shipment of a given commodity— 
change the technique of inspec tion so that nobody can tell where the 
lightning is going to strike next. 

“Mr. Tate. Thank you. The fear, of course, that some people 
have, grows out of our experience prior to World War II, when we 
sent more scrap and oil to Japan than was good for us when the war 
broke out. That fear is understandable, and I can understand, too, 
how difficult it is to police some of these things. 

For instance, if you try to police Hong Kong and succeed you may 
find that Macao, not far away, may do something that makes it diffi- 
cult for you to make the policing really effective. On the whole, my 
opinion is that you are doing a very good job. And my third point 
has to do with the census of scrap that was authorized some time 
ago: That was authorized to be carried on by the Department of 
Commerce under the supervision of the Joint Committee on Defense 
Production, so as not to violate any jurisdiction. Is that coming 
along pretty well ? 

Secretary Werks. Yes, sir, we think—you are speaking of the Bat- 
telle report, of course. 

Mr. Tatte. Yes, sir. 

Secretary Weeks. As I have pointed out, we think the report which 
came forward last year was a very constructive report, and as accurate 
as you can get under all the circumstances, and we are following 
it closely and think, as time goes on, that we will have it kept up to 
date and that it will be very useful. 

But, as I suggested to the chairman, there seems to be no problem 
in that area right now, and I don’t foresee any in the immediate 
future. 

Mr. Tate. My time is up but I want to say this, that at the time 
the census was authorized, I made the point that scrap is located in so 
many places, that it is awfully difficult to establish an inventory that 
is reasonably accurate. 

Secretary Weeks. It certainly is. 

The Cuatrman. Mr. Brown. 

Mr. Brown. Mr. Secretary, I want to thank you for your excellent 
statement. 

[ notice you say that on the four commodities, you need stringent 
controls. They are nickel metal, certain grades of nickel scrap, cer- 
tain industrial diamonds, rerolling rails and Salk vaccine. 

Well, it is my understanding that nickel has been in short supply, 
but is not in short supply now. 

Secretary Werks. I will ask Mr. Smith to comment on that. 

Mr. Brown. It was in short supply last year, but I understand now 
it is not in short supply. 

Mr. Surru. The ne supply, Mr. Congressman, as I understand 
it, approximately is in balance, but it is only a precarious balance. 
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The control that we are exercising is only over new metal, and scrap 
containing more than 95-percent nickel, which is really equivalent to 
new me tal, essentially. 

Now, we would fear that if we didn’t exercise any control over ex- 
ports, since we don’t produce any nickel, that if we were in a position 
and were willing to export, we would have difficulty in maintaining 
our present rate of imports. 

Mr. Brown. Mr. Secretary, what type of goods or commodities are 
exported to Poland now ? 

Mr. Borton. Congressman Brown, I think the largest item has been 
raw cotton. 

Mr. Brown. That is good. 

Mr. Borron. Wheat also is one of the top items. And tobacco. 
Agricultural arene have constituted the main volume of shipments 
in the last yea 

Mr. Brown. I want to congratulate you on your statement again. 

Secretary Wrrxs. Mr. Brown, on page 43 of the quarterly report is 
given a list of the commodities shipped to Poland and Danzig. Also 
there is a considerable amount of industrial mac shinery, as you note 
there. 

The Cuarrman. Mr. Kilburn. 

Mr. Kirsurn. I have just one question, On page 6 of your state- 
ment, you say, in addition, the customs collectors have authority to 
seize goods attempted to be exported illegally, and your associate said 
that you spend about a third of your money for the customs people. I 
had always supposed that the ¢ ustoms people, the only thing they did 
was to watch the imports. I didn’t know they ever watched exports. 

Secretary Werks. They do under the setup that we have with them. 

Mr. Osrrorr. When export control was first enacted, we had the 
choice of setting up separate enforcement people for export control 
or just adding a small staff to existing customs staff to do both export 
and import checking. You see, the job is done at the same place, and 
they have trained a number of their people, and have hired a certain 
number of additional people from the very beginning, since 1941, to 
administer both import and export controls. You are quite right, 
this is relatively a small job for them. Had we tried to do it our- 
selves it would probably have been a bigger ob for us. 

Mr. Kirpurn. You pay them what it costs? 

Mr. Ostrorr. Well, Congress appropriates the fund and we allocate 
a certain amount to them. 

Mr. Kirpurn. That is all. 

The Cuatrman. Mr. Patman. 

Mr. Parman. Mr. Secretary, the act, in setting up the standards 
authorizing exports, is as follows: 

In authorizing exports full utilization of private competitive trade channels 
shall be encouraged insofar as practicable, giving consideration to the interests 
of small business, merchant exporters, as well as producers and established and 
new exporters, and provisions shall be made for trade consultation to that 
extent. 

Now, in following these standards, Mr. Secretary, and if you ap- 
plied them in the administration of ser: ap export controls, how is it 
possible for one exporter to acquire a virtual monopoly in the export 
of scrap to Europe and Japan ¢ 

You know the firm I am talking about. 








10 EXTENSION OF EXPORT CONTROL ACT OF 1949 


Secretary Werks. Yes, sir; that is relative to Japan, as you pointed 
out. 

Mr. Parman. And also to European Coal and Steel Community. 

Secretary Weeks. That is an arrangement that the customers have 
made with their supplier, whether he be one or more, and I think 
there is nothing that the Department of Commerce can do to govern 
such a transaction. We don’t intend to say who shall export or how 
much they shall export, as long as they comply with the restrictions 
that we have set down. 

Mr. Parman. How do you reconcile that with the statement here, 
in this act, “that in authorizing exports full utilization of private 
competitive trade channels’—and so forth. How can you say you 
are maintaining competitive trade channels when you are permitting 
one exporter to have practically - of the business to Japan and to 
Europe, in iron and steel scrap? I don’t understand it to be the fact 
that your regulations have fostered free competitive conditions in 
scrap exports. At least I would like some clarification of it. 

Secretary Werks. Well, the words are “to be encouraged insofar 
as practicable,” but the customer, so far as I can understand, has the 
right to make arrangements to buy where he wants to buy. 

Mr. Parman. Well, in some cases we even furnished these countries 
money for these exports from the United States, did we not, Mr. 
Secretary? They took our foreign-aid money and bought our scrap 
and now they say they are just going to deal with one concern. Are 
we going to yield to this? Don’t you think we ought to put up a 
little fight and say, “We have furnished the money for these exports, 
and we are furnishing the materials from our own United States 
resources; we believe in the private competitive enterprise system 
and we don’t want you to set up a monopoly in this industry. We 
want you to help the small concerns in America as well as just one 
big one by keeping your markets open to all on a free, competitive 
basis. 

Secretary Wrexs. I am completely in sympathy, Mr. Patman, with 
that objective, but I think that it would be almost impossible. Cer- 
tainly with the financial resources at our command in administering 
the act I think it would be next to impossible for use to set down a 
procedure that would involve telling the foreign customer where he 
is going to buy his goods or from whom he is going to buy his goods. 

Mr. Parman. I am not suggesting that. I am suggesting that you 
should say, “Now, we have a law to operate under in exporting 
United States resources abroad, and this law says we must recognize 
private competitive business in this country. We don’t want to tell 
you whom to buy from, but we just want to say we are not in favor 
of monopoly, and we don’t want you to have just one concern to do 
all this business for youin America. We want you to make it compet- 
itive.” Don’t you think that would be reasonable and fair? 

Secretary Werks. Well, I think we have said as much. Mr. Mar- 
shall Smith may want to comment on that point. 

Mr. Siri. Yes, sir, Congressman Patman. We did intervene at 
several stages with various governments and government entities 
that were involved in the procurement, and as a result of our over- 
tures, they have improved the situation. 

Mr. Parman. You mean inthe last year? 
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Mr. Smiru. No; it goes back 2 years in certain cases. I can’t name 
names in this connec tion, for obvious reasons, but we have been work- 
ing on this, it is my recollection, for at least 3 years. I would like to 
have Mr. Borton ver ify that. 

Mr. Parman. Our Committee on Small Business held hearings 
about a year ago in which we heard from witnesses that one concern 
had practically a monopoly on this business. 

Mr. Smrru. That is correct. 1 know of that particular case. TI am 
not saying we were successful to the degree that we would like, but we 
did make certain representations. 

Secretary Weeks. Mr. Borton would add something to that state- 
ment, Mr. Patman. 

Mr. Borron. There are 1 or 2 points that I might add, Congressman 
Patman. One is that insofar as the licensing operation is concerned, 
we have granted licenses to anybody, whether large or small business, 
who had an order and whose documents were in order. 

Mr. Parman. We are getting off the subject, Mr. Chairman. I see 
my 5 minutes are up so I will wait until we come around the next time. 

The Cnarman. Mr. Widnall. 

Mr. Winatu. No questions. 

The Cuarmman. Mr. Multer. 

Mr. Munrer. Mr. Secretary, I notice that you refer to four items 
on page 2 of your statement, nickel metal and certain grades of nickel 
scrap, industrial diamonds, rerolling rails, and Salk vaccine. 

It was my impression that we had completed our stockpile on in- 
dustrial diamonds and the market here was such that we didn’t need 
any licensing on industrial diamonds. Am I wrong about that? 

Secretary Werks. Mr. Smith will answer that. 

Mr. Smirn. We still have industrial diamonds in the stockpile, Mr. 
Multer, and we are still almost entirely dependent on imports, although 
we now have a potentially available supply of synthetic-industrial 
diamonds, inadequate though it may be at the moment. 

There is really no change, except for the advent of these synthetic 
diamonds in the overall picture, 

Mr. Mcvrer. We don’t produce any industrial diamonds in this 
country? They ares all imported. 

Mr. Suirn. Other than those— 

Mr. Mourer. Other than the synthetics. 

Mr. Suirn. That is correct. 

Mr. Mctrer. But we have long since ceased to buy any diamonds 
for our stockpile; have we not ? 

Mr. Suiru. I understand that is the case. 

Mr. Mctrer. Isn’t there a rather free market today in industrial 
diamonds ? 

Mr. Smrrn. I don’t believe that eras industrial or otherwise, 
are what you might call a free market, because there is a worldwide 
monopoly exercised in the production and distribution of diamonds. 

Mr. Mutter. Well, that is exercised, is it not, at the source / 

Mr. Smitrn. That is correct. 

Mr. Mutter. Once they come into this country, they are dealt with 
very freely; are they not ? 

Mr. Smrru. With a limited supply, I don’t know that you would 
characterize it as being dealt with freely. 
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Mr. Mouver. That is what I am trying to find out. Is there a lim- 
ited supply today? Don’t we have as much as we need / 

Mr. Smiru. We have as much as we need, yes, sir, but I don’t think 
we have more than we need. 

Mr. Mutter. Well, without going into anything that may be classi- 
fied, we are safe in assuming that the United States Government nas 
all it may need in the stockpile for many years, even in the event we 
should run into trouble / 

Mr. Smiru. That is correct; yes, sir. I assume you are suggesting 
that in the light of this balanced situation there would be no need to 
exercise export control. 

When an item is only in balance, and we have no control over the 
sources of supply, we think it to be advisable to keep it under control. 
It doesn’t hurt anyone, and it may do some good. 

Mr. Mutter. In other words, what you are asking for is that you 
continue to have the right to control even though presently you are not 
exercising it. 

Mr. Smiru. We do have a limitation on export of industrial dia- 
monds, quantitative. 

Mr. Murer. Now, may I go to this question—Is there something 
else you wanted to say about that ? 

Secretary Weexs. Mr. Borton wanted to make a point. 

Mr. Bortron. The quantitative controls are only on the diamond 
powder, not on the diamonds themselves. They can move without 
quantitative limitations. It is only on the powder. 

Mr. Murer. In other words, you need the power under the law to 
exercise even that limited jurisdiction ? 

Mr. Borron. Yes, sir. 

Mr. Wipnatt. Would you yield? 

Mr. Mutrer. Surely. 

Mr. Wipnatu. Were those diamond purchases made directly by the 
Government or by barter / 

Mr. Mutter. I think you will find most of them were made by 
barter. 

Secretary Werks. Except for the stockpiling activities in the past, 
which I believe are ended, the rest of it is in the free market. They 
are bought by users. 

Mr. Wipnati. Did we, as a Government, buy directly from the in- 
dustrial-diamond producer, or did we buy through a third agency ¢ 

Secretary Weeks. I can’t answer that question, as to just when the 
stockpile was purchasing these diamonds. I can’t tell you offhand. 
We will supply that for the record. 

Mr. Mutrer. Mr. Secretary, and Mr. Widnall, and members of the 
committee, I conducted as chairman of a subcommittee of the Small 
Business Committee hearings involving this subject. The testimony 
showed that most of the industrial diamonds were bought through 
barter. We used surplus commodities which were handled by grain 
dealers who in turn bought from industrial-diamond people who were 
buying them abroad. There were as many as 3 or 4 contracts involved 
in each transaction. The United States Government did not acquire 
them directly. They were acquired indirectly through barter agree- 
ments. 
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Is there anyone with you, Mr. Secretary, who may want to add any- 
thing to that? 

Secretary Werks. I don’t think so, 

Mr. Mutrer. Now, if I may leave that subject and go to the ques- 
tion of exports to the Soviet nations and the satellite nations, you re- 
ferred to the fact that there was a change in policy as to exports to 
Poland. That was not the independent judgment of the Department 
of Commerce, was it, Mr. Secretary? That was brought about in ac- 
cordance with our foreign policy as enunciated by the State Depart- 
ment ? 

Secretary Weeks. Yes, sir. 

Mr. Mutrer. And the same would apply to the shipment now of 
items which are referred to as within the range of peaceful goods, that 
are now going to other members of the Soviet bloc? 

Secretary Werks. That is all decided by interagency constultation 
and arrangement, under the general foreign policy direction of the 
State Department. But, of course, our advice in Commerce is availed 
of because we can tell what is really peaceful merchandise and what 
might have strategic importance. 

The CuatrMan. Mr. Betts. 

Mr. Berts. Mr. Secretary, as always, you have made an excellent 
statement. I recall the last time you were here there were some com- 
plaints from scrap iron dealers. We haven’t had any complaints here 
this morning so I take it, as far as an export control is concerned, the 
Department is being run to the satisfaction of everybody concerned. 

In the light of what Mr. Multer asked, I do recall that the last 
time you were up here there was some question about exporting to 
friendly countries who in turn shipped the same goods behind the 
Iron Curtain. Have you had any complaints about that recently? 

Secretary Weeks. Well, we are on top of that to the extent possi- 
ble continually. As far as actual complaints are concerned, Mr. 
Borton, do you have a record of any complaints? 

Mr. Borton. Some of the compliance cases which are in the list 
sent to you involve transshipment through friendly countries, in fact 
a great many of them do, but in most instances that has been done 
without the knowledge or consent of the government of those friendly 
countries. It has just been an illegal transshipment with which we 
finally caught up. 

Mr. Berrs. As I say, there have been no complaints on my desk 
about it. That seems to be an indication that the Department has 
been carrying out the intent of Congress, which is an accomplishment, 
Mr. Secretary. 

That is all. 

The CHatrman. Mrs. Sullivan. 

Mrs. Suttivan. No questions, Mr, Chairman. 

The CuHatrman. Mr. Mumma. 

Mr. Mumma. Mr. Secretary, I too appreciate your statement. The 
one thing that I noticed in your list of four commodities and that 
surprised me, was Salk vaccine. Certainly there is not shortage of 
that now, if you read the papers, and I have seen them destroying 
hundreds of thousands of doses of that. Now, there may be a time 
element there, but other than that, I don’t know. 
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Secretary Werks. We take our guidance on that from the Depart- 
ment of Health, Education and Welfare, and the only point I could 
make is that supplies deteriorate in value, so to speak. 

Mr. Mumma. Ven, sir, therapeutic value. 

Secretary Weeks. But we do what HEW thinks we should do in 
this area. 

Mr. Smith would like to say something more on that subject. 

Mr. Mumma. I don’t like to think from your answer that you 
acquiesce in that all the time. To me that is a very weak answer. 
Because you can see in the daily papers where they are destroying 
hundreds of thousands of vials of it. Obviously somebody is wrong 
somewhere. 

Mr. Smiru. Mr. Congressman, I have had numerous discussions 
with the Public Health Bureau and its organizations, as well as the 
Secretary of Health, Education, and Welfare. They have been very, 
very conscientious in mostly trying to achieve a balance between what 
they anticipate will be the demand and the supply. They have ex- 
plained to us that both demand and supply situations change very 
rapidly. They change because this vaccine is subject to such a drastic 
series of inspections that very frequently the entire production of a 
producer is found to be unsuitable. 

Mr. Mumma. Also because they weren’t using it. 

Mr. Smaru. That is another factor. They have said, truly, that 
the public for some time was rather indifferent. They have been con- 
ducting a campaign to educate people, because they estimated, I think, 
that there are still some 40 million Americans who are vulnerable but 
haven’t had even one shot. So that they assume, by virtue of their 
publicity, that they are going to get customers, and then if the cus- 
tomers don’t materialize, of course, they suddenly find themselves 
with a surplus. We sit as a residual user of the available supply. 

In other words, they say to us, “You cannot assume that more than 
so much will be available for export unless you want to create a short 
supply situation at home.” 

So there are so many uncertainties here 

Mr. Mumma. There are a good many producers of the material, it 
seems tome. This reciprocal trade is getting to be a hot issue now. 
What I would like to know is, is this material we furnish for different 
projects in Europe—we supply the money here to pay our own manu- 
facturers—is that included in your export trade as well as surplus agri- 
cultural commodities ? 

Secretary Werks. I don’t think I quite understand your question, 
Mr. Mumma. 

Mr. Mumma. Is the value of the material that is used in various 
economic administration programs in foreign countries, is the value 
of that material included in the total amount of exports? 

Secretary Weeks. Well, when we make up a balance of trade—what 
we call a block—last year, for example, we sold about $20 billion 
worth of goods and services, and we bought, in turn, about $19 billion 
worth. 

Now, what you are referring to, I am sure, comes under the balance 
of payments, which is made up by foreign aid, by the expenditures of 
our troops overseas, their personal expenditures, the cost of maintain- 
ing them, but we have, in this general area, last year, about balanced 
out our whole trade for the year 1957, about even, and the difference 
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between what we sold and what we bought in the way of goods and 
services, as I say, was made up by investments abroad and by mainte- 
nance of our military forces, by mutual aid and military aid. 

Mr. Mumma. That was the question. You do include that mate- 
rial? Your casual answer makes me believe that you do include that 
in your exports. 

Secretary Weeks. Well, in the total exports; yes, sir. But we have 
some figures, for example, that showed last year, in the case of manu- 
factured exports and imports, that we exported somewhat over $10 
billion in manufactured exports, without the inclusion of any foreign 
aid, and about $2 billion of manufactured imports. The balance in 
the manufactured area was way on the side of our sales, irrespective, 
in this comparison, of any Government participation whatever. 

The Cuarrman. Mr. Vanik. 

Mr. Vantx. I have just two questions, Mr. Secretary, and they deal 
with your statement, on page 3. 

You say you are authorizing scrap exports on a cargo-by-cargo basis, 
with each buyer being required to establish his previous shipments of 
scrap. Doesn’t that preclude a man getting into the export business, 
if he couldn’t meet that qualification ? 

Mr. Borton. Mr. Vanik, the regulation at that time provided that 
any firm that had an order could get an original cargo; whether or not 
he had been in the business previously. 

Mr. Vantk. Could a new small business engage in export and get 
a permit on a cargo-by-cargo business without being able to show a 
previous shipment ? 

Mr. Borton. Yes, sir; they could and did. 

Mr. Vantx. Why is that qualification in there now? Why is it a 
part of our policy now ? 

Mr. Borton. It is not. 

Mr. Vanrk. Why should a previous shipment be necessary as a con- 
dition precedent to engaging in the business of export ? 

Mr. Borron. It is not. That regulation was changed about 9 months 
ago. 

Mr. Vantx. As I read it, you recently adopted the policy of author- 
izing scrap shipments only on a cargo-by-cargo business. Wouldn’t 
the same condition precedent apply to the licenses, the validity of 
licenses ? 

Mr. Borrton. Iron and steel scrap licenses still have a 3 months 
validity as contrasted with a normal 6 months validity. 

Mr. Vantx. This would in no way prevent a new business from get- 
ting into this activity? 

Mr. Borron. That is right. 

Mr. Vanrk. Thank you. 

The Cuatrman. Mr. McVey. 

Mr. McVey. I should like to commend the Secretary for his excellent 
statement. I have no questions. 

The Caatmoan. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Since I have only been in the room briefly, perhaps my questions 
have already been asked and answered. How do you secure 1 of these 
90-day licenses to export steel and scrap? What do you have to com- 
ply with? 
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Secretary Weeks. Mr. Borton will answer that, Mrs. Griffiths. 

Mr. Borton. Mrs. Griffiths, any businessman who has an order for 
any amount of scrap may file a license application with us, and if the 
documents are in order the license will be granted at the present time. 

Mrs. Grirrirus. You mean that he has to secure the sale someplace 
in a foreign country first; is that right? 

Mr. Boron. That is right. 

Mrs. GrirrirHs. How many people are involved in the export of 
scrap to foreign countries ? 

Mr. Borton. I would think that firms regularly in the business 
number only about 15 or 16. Let me amend that. If we include those 
who are shipping to Mexico, it would be nearer 30 or 40. But if we 
consider oaty those shipping overseas, it would be a much smaller 


figure, about 15 or 16. 
Mrs. Grirrirus. What is the total dollar volume of export of steel 
scrap? 


Mr. Borrow. It is running about 6 million—it was running about 6 
million tons a year, and the average price f. o. b. ship is somewhere 
in the neighborhood of $45 or $50 a ton, 

Mrs. Grirrirus. If anyone who can now have a sale can get a 
license to sell, then actually there is not too much control at the 
present time ; is that right ? 

Mr. Borton. The control is now based primarily on security. Scrap 
is considered a strategic item and we do require documentation to be 
sure we know who the consignee is, and that the goods will be used 
in the country for which they are licensed. But there is no quantita- 
tive limitation at the present time. 

Secretary Weeks. The control is more or less changed to surveil- 
lance, so that we continually keep a watch on what is going on. 

Mrs. Grirrirus. Is there a conceivable situation in which the right 
to control the exports is actually the right to control the prices of 
steel. 

Secretary Werks. No. 

Mrs. Grirrirus. That is, if all at once, steel went up to a hundred- 
percent capacity, and you also had a tremendous demand for scrap in 
foreign countries, could you curtail the right to sell abroad. 

Secretary Werks. Well, we could act, as I interpret the statute, 
under that part that says: 

In administering the act we should use controls to reduce the inflationary im- 
pact of abnormal foreign demand 
so the only way we would ever consider price, as I interpret the 
statute, is if the greatly abnormal foreign demand affected the sit- 
uation pricewise we might consider it under the statute. That is one 
of the places where we would control the export. 

Mrs. Grirrirus. Has such a situation existed in the last 5 years? 

Secretary Werks. Well, I would say that the inflationary impact 
of normal foreign demand, which does have some effect on prices, 
direct or indirect —I think you could say that that factor was a factor 
in such action as we have taken. 

Mrs. Grirrirus. When did you take it ? 

Secretary Weeks. Well, through the last 3, 4 or 5 years, certainly. 

Mrs. Grirrirus. Don’t these people who sell scrap resent your inter- 
ference with their business. 
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Secretary Weeks. Well, I am sure that some of the scrap dealers in 
the past, looking back over a period of years, haven’t liked all of the 
things we have ‘done with respect to scrap exports, but it is what the 
statute calls upon us to do, and we have tried to conduct the operation 
to contorm with what the statute directs us to do. 


Mrs. Grirrirus. Would you think that maybe the statute is unfair; 
or not ¢ 


Secretary Weeks. No. 

Mrs. Grirrirus. The statute really helps control the price that steel 
manufacturers would pay for scrap ; does it not? 

Secretary Weeks. No; I wouldn't say that. 

Mrs. Grirrrrus. What does that inflation part mean, then ? 

Secretary Weeks. Well, of course, if you had a greatly increased 
and increasing demand for the scrap that we have to have to run our 
industry in this country, the end of that could be to run prices through 
the roof, and the reason for that result would be an abnormal foreign 
demand. 

Mrs. Grirrirus. How much steel do we sell abroad every year? 

Secretary Wrexs. How much in steel and steel products, each year? 

Mrs, GRIFFITHS. Yes, sir. 

Secretary Werks. I don’t carry that figure in my mind. I would 
guess it was somewhat over a billion dollars. About 6 percent of 
our production, Mr. Borton says. But it is a substantial business and 
has bck increasing a little during the last 3 or 4 years, 

Mrs. Grirrirus. Thank you. 

‘The Cuarrman. Mr. Hiestand. 

Mr. Hiestanp. No questions. 

The Cuarrman. Mr. Rutherford. 

Mr. Rurnwerrorp. Mr. Secretary, getting back to section 3 (a), of 
course this extends not only to continental-limit exports, but also Ter- 
ritories and possessions. 

Also in your report of February 1, 1957, report on the iron and 
steel scrap, I notice you define home scrap, purchased scrap, indus- 
trial scrap, and obsolete scrap 

How do you define and c assify battlefield scrap, of particularly 
Guam, Wake Island, and some of our other Territorial possessions ? 

Secretary Werks. Most of that would be obsolete scrap, much of 
which is not subject to Commerce licensing control. 

Second, going on the assumption that most of the battlefield scrap 
has been redeemed and processed, and beyond that, I would guess that 
it would be classified as domestic scrap would be classified, as to 
whether or not it is clean scrap, No. 1 heavy melting, or whatever it 
might be—the composition of the scrap would enter into the 
classification. 

Mr. Rurnerrorp. You classify it as offshore scrap, yet under the 
authority it is classified, if in a Territorial possession, it is under ex- 
port control. It couldn’t be offshore if it is in our Territorial pos- 
sessions. That is a legal impossibility. 

Secretary Weeks. That is correct. 

Mr. Rurnerrorp. In other words, what I am wondering here is 
this: Are we not actually—or are we not getting a true picture of our 
export of steel because of the so-called battlefield scrap, particularly 
in Guam, Wake Island, and some of the other possessions, after our 
military has taken over the operational and usable war machinery, 
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there is a considerable amount of scrap; in fact, big industries are 
over there obtaining this so-called battlefield scrap. 

Now, is that classified as scrap or are we classifying that as more 
or less cleaning the battlefield of debris, of equipment, explosives ? 
Is that a classified, and is that under the control, and is that included 
in our overall export picture of scrap? 

Secretary Weeks. If it is in the Territorial possessions. 

Mr. Ruruerrorp. Like, particularly, Guam—I don’t know how to 
classify it right now—of course, it is disputed as to Okinawa, what our 
military possession there would be; but on Wake Island, both Japa- 
nese and American shells, equipment, trucks, some of them intact and 
otherwise, are present; is that included? 

Secretary Weeks. Mr. Borton, do you want to answer that? 

Mr. Borton. The Guam and Okinawa figures are not included. 
Any scrap leaving Okinawa leaves under specific authorization of 
the military forces there. I might amplify by saying that in terms of 
export control, these shipments are under the Act and are controlled 
by the military for security reasons the same as if the scrap were of 
domestic origin. In 1957 when we had quantitative limits, we did 
not permit the shipment of scrap from Guam on an ex-quota basis. 

Mr. Ruruerrorp. You had a quantitative quota that was included, 
then. 

Mr. Borton. Guam was put on an ex-quota basis in October 1957. 

Mr. Ruruerrorp. Was not considered in the quota ? 

Mr. Borron. That is correct. 

Mr. Rouruerrorp. Do you say you have the Guam figure? What 
is the Guam figure? 

Mr. Borton. There is no quota at the present time. 

Mr. Ruruerrorp. I know, but you are talking about the figure, as 
to the amount. I am just curious as to what does this represent, this 
battlefield scrap, represent in dollars or pounds or however you want 
to classify it. 

Mr. Borron. I haven’t got the individual figures by ports or areas 
with me. I could get that. I know that in the past it was a substan- 
tial sum. I think most of it has been collected that was collectible 
and has been shipped, most of it, to Japan. There are still small 
quantities there. 

Mr. Ruruerrorp. It is my understanding also that the military pri- 
marily gives more or less an exclusive franchise to the exporter who 
collects scrap. 

In other words, he has the exclusive from both sides, both the Japa- 
nese scrap and the American scrap, of exporting that from these bat- 
tlefield outlets. 

Mr. Borrton. I believe they had competitive bids, and if a firm wins 
the bid then he does have, for that period of time, or for a certain 
specified time, the right to it. 

Mr. Ruruerrorp. Yet, after the military grants his franchise, in 
those areas, and when you did have controls as to Guam and some of 
the other places, the export act here did control the so-called battle- 
field scrap ? 

Mr. Borton. That is correct. 

Mr. Ruruerrorp. Well, I have noticed that on reading through 
your definitions, none of them is actually defined, and that represents 
a sizable sum of all of the owned, purchased, industrial, and obsolete 
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scrap, actually it might fall under obsolete scrap but it does not. I 
think it is a sizable enough sum that it should be classified and brought 
under those terms. Because it is terrific big business, cleaning out this 
scrap. And I might say for Mr. Patman, it is also a lot of little busi- 
ness because practically every one I found over there was digging 
down, and sometimes they would find a dud down there and would go 
out of business, but there was a tremendous amount of just individual 
little basket carriers of pieces of steel and pieces of shells, such as that. 
But battlefield scrap is big business, even in peacetime. 

_ I would like to have those figures as to the amount—tonnagewise or 
dollarwise, as representative of battlefield scrap. It would be interest- 
ing to compare how much it is so far. 

Secretary Weeks. We will get them for you, Mr. Rutherford. 

Mr. Ruruerrorp. Thank you. 

(The data referred to above is as follows :) 

Exports of ferrous scrap from Guam, in short tons, were as follows: 1957, 
12,374; and 1956, 15,023. Amounts exported from other battlefield areas are not 
readily available. 

The CuarrMan. Mr. Seeley-Brown. 

Mr. Sretry-Brown. Mr. Secretary, does the Department of Com- 
merce follow through and determine what actually happens to the 
goods which are now exported to Poland under the revised licensing 
policy, or is that check made by other departments of the Govern- 
ment ? 

Secretary Weeks. Mr. Borton. 

Mr. Borton. To the extent we are able we do check that. We have 
to work through our Embassy in Warsaw, and I think we can’t expect 
to have quite as adequate coverage there as we have in some other areas 
of the world. But there are representatives of the Polish Government 
here in town at the present time. They have been here for several 
months. We have kept them constantly aware of our insistence that 
goods shipped to Poland not be transshipped. We have specific com- 
mitments from them that such goods will not be transshipped and we 
think, so far at least, that they have shown good faith. 

Mr. Srety-Brown. In other words, it is your feeling that this re- 
vised licensing policy is working out to the best of your present knowl- 
edge to the best interests of our country as we try to help the people 
themselves in the country of Poland. That is your understanding on 
the basis of the information which you have; is that correct? 

Mr. Borron. Yes, sir, on the basis of everything we have received 
so far, up to the present time, at least, it has been effective. 

Mr. Srety-Brown. Thank you. Now, I would like to shift to the 
question of scrap. 

It is my understanding that you said that approximately—if you 
consider exporting to Mexico, approximately 40 firms are involved 
in the export-scrap business, and if we consider the countries other 
than Mexico, approximately 15; is that correct ? 

Mr. Borton. I think those are approximately correct. I am talk- 
ing really of firms normally in the business. We will get a man who 
will have one shipment and then disappear. I am not counting him. 

Mr. Srety-Brown. Am I correct in my understanding that you 
feel that that number is determined by what we might call normal 
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economic forces rather than by any edict or policy of the Department 
of Commerce ? 


Secretary Werks. Yes, sir. 

Mr. Srrty-Brown. In other words, you yourself have no direct 
control as to how many people are going to be engaged in that business ? 

Secretary Werks. That is correct. 

Mr. Srety-Brown. The normal economic forces determine that 
number ? 

Secretary Werks. Yes, sir. 

Mr. Srety-Brown. Now, one further question. If any firm comes 
in, particularly now, see ‘king an export license for the shipment of: 
scrap, provided that that firm has its order and so forth, it can get that 
license relative sly simply. 

Secretary Weeks. Yes, sir. 

Mr. Srety-Brown. In other words, if he is not a member of the 
present 15, he is not discriminated against ? 

Secretary Weeks. That is correct. 

Mr. Seety-Brown. Neither do you favor 1 of those 15 to the exclu- 
sion of others; is that not correct ? 

Secretary Werks. That iscorrect. We do not discriminate. 

Mr. Wwnatt. Will the gentleman yield? 

Mr. Seriy-Brown. Certainly. 

Mr. Wiwatt. I believe in previous testimony, Mr. Weeks, it was 
said that there were about 25 firms involved in the export of scrap to 
Mexico. Is there any reason for so many more exporting to Mexico 
as against the rest of the world? 

Secretary Wrexs. I think he said 15 or 20 overseas, and if you 
added Mexico it would bring the number up to about 40. 

Mr. Wipnatt. That would be about 25 firms. 

Mr. Borton. There is a reason for that. The normal overseas ship- 
ment is a solid cargo involving somewhere in the neighborhood of half 
a million dollars, whereas most of the shipments to Mexico are small, 
mostly by truck. So it is something in which a local dealer can engage. 

Mr. Wrionatt. Is there any of that business on which complaints 
have been filed because of transshipment to other countries ? 

Mr. Borron. We have never had any. 

Mr. Srety-Brown. Now, to carry forward, if an agency of a foreign 
government wishes to purchase scrap, then it makes an arrangement 
to purchase that scrap from one of our local concerns here in this 
country exporting scrap. You have to give an export license, whether 
it goes to a private buyer in a European country or whether it goes 
to a government buyer; isn’t that correct ? 

Secretary Weeks. Yes, sir: we give the license to the exporter. 

Mr. Srety-Brown. Regardless of whether it is a financial transac- 
tion with a private concern abroad, or if the buyer abroad is a govern- 
ment or government agency ? 

Secretary Weeks. That is correct. 

Mr. Seety-Brown. You still have that ? 

Secretary Weeks. That is right. 

Mr. Srety-Brown. Now, to get back to the question Mr. Patman 
raised, if you know that the foreign purchaser is a foreign govern- 
ment, or a government agency, or if you know that a foreign purchaser 
is a private purchaser, what if anything can you do to advise, or what 
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if anything can you do under the law to help small-business concerns 
in this country participate in that program? Is there anything under 
the law that you can do? 

Secretary Weexs. Mr. Smith. 

Mr. Smiru. Nothing more than, other than persuasion. 

Mr. Sesiy-Brown. That is what I meant. 

Mr. Smiru. That is all we can do. 

Mr. Srety-Brown. If he decides that he is going to buy from one 
firm rather than another, there is actually nothing you can do; but 
how vigorous are you in advising him of the opportunity ! 4 

Secretary Werks. Well, we presented the case for competition to 
the extent of our ability, but we have no control over it. 

Mr. Seety-Brown. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Coad. 

Mr. Coap. Thank you, Mr. Chairman. 

Mr. Secretary, allusion has been made here and by direct reference 
in your statement on page 2 regarding the 4 commodities which are 
somewhat regulated for export, and 1 of them being certain industrial 
diamonds, 

About a year and a half ago it was my understanding that some of 
these industrial diamonds in the stockpile were controlled by the 
Department of Agriculture. Was that true at that time, and does the 
Department of Municnltes still have the stockpile of industrial 
diamonds. 

Secretary Weeks. Stockpiles are under control of GSA. I don't 
think the Department of Agriculture has any control over that. 

Mr. Smiru. There is a so-called supplementary stockpile that re- 
sults from the addition of minerals cor other materials in exchange 
for agricultural surplus commodities, but to the extent possible, _ I 
think | that those materials which are transferred to the stockpile 
which is under the jurisdiction of ODM, to the extent that they will 
accept it. But I mean this is entirely out of our hands, and we have 
no control over it. 

Mr. Coan. It was circulated in the press about a year and a half 
ago that the Department of Agriculture did have, and then a few 
months ago I tried to run down where these diamonds were, if they 
were still in the Department of Agriculture, and I was informed that 
they had been transferred from the Department of Agriculture to the 
Department of Commerce; is that correct ? 

Secretary Werks. No, sir. 

Mr. Coap. To your knowledge, then, the entire stockpile of dia- 
monds under the Strategic Stockpiling Act are under GSA? 

Secretary Werks. Yes, sir. 

Mr. Coap. On these industrial diamonds that could have been— 
and I believe Mr. Multer made a statement a minute ago about bar- 
tering for industrial diamonds with grain and other agricultural 
commodities—under that arrangement, would the Department of 
Agriculture fall heir to them and maintain possession of them ? 

‘Secretary Weeks. I can’t answer categorically, but I am sure I 
am correct when I say to you that the stockpile is h: undled by GSA. 
ODM, the Office of Defense Mobilization, controls the size of the stock- 
pile, but the mechanical handling of the stockpile is under GSA. 
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Mr. Coav. Would the Department of Agriculture conceivably be 
the instrument by which the GSA is obtaining its stockpile of in- 
dustrial diamonds ? 

Secretary Weeks. I can’t answer that. I don’t know. 

Mr. Smirn. The Department of Agriculture can, under Public Law 
480, exchange agricultural commodities for diamonds or any other 
item it chooses. The extent to which they are presently doing that, I 
don’t know. We have no information on it. 

Secretary Weeks. We would be glad to check that for you. 

Mr. Coan. I would appreciate a full report on that, please, 

(The information requested will be forwarded directly to Mr. 
Coad.) 

The Cuatrman. Mr. Henderson. 

Mr. Henverson. Mr. Secretary, you would regard any failure of the 
Congress to extend this act to be a very serious situation; would you 
not 

Secretary Werks. Yes, sir; I would, Mr. Henderson. I think this 
is a wise precautionary measure to have on the statute books. 

Mr. Henverson. Should we fail to enact the extension, would the 
United States Government have any control whatsoever upon the ex- 
port of materials to foreign nations, including those in the Soviet bloc? 

Secretary Weeks. I don’t see how it would, unless you set up, by 
statute, some other method than the one you now have. 

Mr. Henprerson. How many times has this act been extended, Mr. 
Secrteary ? 

Secretary Werks. Ten or eleven times. 

Mr. Henperson. Each time for about 2 years? 

Secretary Weeks. Generally speaking; yes, sir. 

Mr. Henverson. Should our extension be for more than 2 years, do 
you think at this time? 

Secretary Werks. No; I would suggest 2 years. I think this is a 
matter that should be continually under the surveillance of the Con- 
gress, and they can do it adequately in thismanner. I think 2 years is 
about the proper time. 

Mr. Henverson. I believe I have read recently where Japan is 
negotiating with, or has entered into an agreement with Red China 
as to matters of trade exchanges; is that correct ? 

Secretary Weeks. Yes, sir; they are stepping up their trade with 
Red China, I believe. When Great Britain did a little trade with 
Red China last year, the Community went along with the process. 
But there is no change, as far as I am concerned. 

Mr. Henperson. As a matter of fact, it is a shipment by Red China 
of raw materials, including iron ore to Japan in exchange for finished 
products of one kind or another. How is this country going to police 
the shipment of scrap to Japan to see that it does not in someway or 
other become mingled with Chinese ore, or at least eventually end up 
in the hands of Red China? Is there any way to police that opera- 
tion ? 

Secretary Werks. Under the procedures that have been described 
this morning we think we keep pretty close surveillance over what 
goes on in this area, and I think our setup insofar as Japan is con- 
cerned is pretty good, as far as scrap is concerned. Because in the 
first place, they have very badly wanted scrap for their industries and 
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I know personally of no time when they have exported scrap that 
they bought from us. And I am sure that would not happen under 
present conditions. 

Mr. Henperson. But they do take the scrap and make it into some- 
thing that can be in turn exported ¢ 

Secretary Wrrxs. They do. They are building ships, and building 
other items of the character that takes steel scrap. 

Mr. Henverson. Items that can be exported to Red China? 

Secretary Weeks. I wouldn’t wonder. That might be true. But 
I think that it would not be true in many cases. “T wouldn't think 
that that would be important as an item of trade for Japan. 

Mr. Henpverson. Well, I personally think it is rather important, 
since we ourselves are not exporting to Red China. Since we have 

taken exactly the opposite point of view, we would not want to see 
anything that we are exporting to another nation get into the hands 
of Red China in any form after it has left our shores. 

Secretary Werks. Well, of course, we start with complete embargo 
shipments to China. That is our position, and therefore no plans ‘to 
change it so far as I know. 

Now, last year the European nations, following the lead of Great 
Britain, did let down the bars on trade with China. I don’t think 
the trade has amounted to much. I think they must have been disap- 
pointed in the size of the trade, but anyway the bars were let down 
and they prepared to open up trade. 

Now, Great Britain having done that, on their own initiative, you 
can hardly say that Japan, ‘the next door neighbor, can’t have any 
of this trade, because obviously Japan has to tr rade if they are going 
to live. We just hope that certain types of equipment of great stra- 
tegic value will not be sold to China, and I think the Japanese are 
cooperating to that end. 

Mr. Henperson. But actually the only control that this Nation has 
over our materials getting into unfriendly or potentially unfriendly 
hands is to see that the same specific item is not transshipped. If 
labor or anything is added to what we ship to another nation, it can 
then be transshipped ¢ 

Secretary Weeks. Yes, sir; then it is in an entirely different form, 
and obviously we couldn’t follow up that except in a very general 
way. 

But if we sell them scrap, and they make up products made of 
steel, we can’t control that, except by moral persuasion, where such 
a course is indicated. 

[r. Henperson. Thank you, Mr. Secretary. 

The Cuaiman. Mr. Anderson 

Mr. Anperson. Mr. Secretary, I would like to talk a little about 
the short supply export controls, and specifically in the same field 

that Mrs. Grifliths discussed, its effect upon prices. While the primary 
purpose of the export-import controls is to assure adequate sup- 
plies, a secondary result almost always will be to have an effect upon 
prices, and as you indicated in your reply to Mrs. Griffiths, that some- 
times becomes a preliminary purpose of your exerting control over 
the exporting of these materials. Presumably you restrict the com- 
petition for materials that are in scarce supply. 
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Secretary Weeks. Well, I don’t think it would restrict competition, 
except as between the foreign purchaser and any one of a very great 
many domestic purchasers. 

Mr. Anprerson. That is restricting competition. 

Secretary Wrexs. But where the inflationary effect of the competi- 
tion comes from this abnormal foreign demand, then, that taken in 
conjunction with the wording here 





to protect the domestic economy from excessive drain and to reduce the infla- 
tionary impact——— 

Mr. Annerson. To take as an example, the scrap-steel industry, you 
have indicated that at times you have placed the restrictions primarily 
to avoid the running up of the price of scrap steel to an inflationary 
level. 

Secretary Weeks. I think more in the case of copper than in the 
case of steel. 

Mr. Borton, do you recall any instance in the case of steel where 
that was a factor? 

Mr. Anverson. It won’t be necessary to draw out any examples. 
I am trying to bring out the general relationship, and a question ap- 
propriate at this point might be whether or not our domestic economy, 
in such matters as these, cannot afford to compete with foreign buyers, 
in the open market in this country. 

Secretary Weeks. Well, as I have pointed out in the area of steel 
scrap, there is no problem at this time. 

Mr. Anverson. Not at this time, but there has been in the past, and 
we are passing a bill that is good for 2 years ahead. 

Secretary Werks. Well, I think this provision of the legislation is 
a very useful provision. It does protect—— 

Mr. Anperson. It enables you to hold down the prices of scrap steel, 
for example, because there is almost no limit to the amount of 
scrap steel that is available in a given market. If the foreign buyers 
are permitted to come in and bid the price up a little higher, and the 
price of scrap steel goes up a little more, that is going to bring out the 
extra supplies that are needed. 

Secretary Weeks. Well, we think not. As we have pointed out and 
as the Battelle report points out, there is potentially a shortage in the 
heavy grades, No. 1 heavy melting and No. 1 bundles, and that is why 
we talk with these foreign consumers—and there are only two, really, 
in the market today to encourage them to cooperate and hold down 
their withdrawals from this market, and we were very successful in 
that endeavor last year. 

Mr. ANDERSON. What is your eer as to the point at which 
you think that prices shouldn’t go any higher, for scrap steel? Be- 
cause that is the decision that you make, really. It is a price-control 
operation. 

Secretary Weeks. No; I wouldn’t call it a price-control operation, 
Mr. Anderson, because you have any quantity of buyers of steel scrap 
in this country, and they buy in the free market. 

Mr. Anperson. Domestic buyers do, yes. 

Secretary Werks. Now, there is sufiicient scrap to provide a foreign 
user with some share of what we have. We have more than any other 
country, obviously, or they wouldn’t be buying from us. 
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But in the case of Japan, for example, they had not, in our view, 
built up their supply of metallics sufficiently. They were depending 
more on scrap. And we have encouraged them to set out a long-range 
program of building up their supply of metallics, building bl: ast furn- 
aces, and whatnot, so that they wouldn’t need so much from this 
market. 

Now, this inflationary impact of excessive foreign demand, when- 
ever it does play a part in any decision that we make, is only one factor 
in the decision. The principal factor, in my judgment, is, do we have 
the scrap to supply both our own industry and the foreign industry ¢ 

So I think it is not as important an item as you might think. 

Mr. Anperson. Thank you, Mr. Secretary, but your testimony 
clearly shows that you can and do influence prices substantially. 

The Cuamman. Mr. Breeding. 

Mr. Breepine. Mr. Secretary, I was late getting in here, and some 
of the questions that I will ask you may have been answered. 

I am wondering how many wheat exporters we have in this Nation 
of ours. How many people in America export wheat ? 

Secretary Werks. I think nobody here, Mr. Breeding, has that in- 
formation. We can get it for you. 

Mr. Breeprna. I have understood and heard in the past that there 
are 6 concerns, or 6 companies in America who do export wheat, and 
that isall. You don’t know about that ? 

Secretary Weeks. I can’t answer the question; no, sir. 

Mr. Breeptne. How could I as an individual get a permit to export 
wheat ? 

Secretary Weeks. I can’t answer that question. That is under the 
Department of Agriculture, and I don’t know, Can you, Mr. Borton? 

Mr. Borron. Mr. Breeding, wheat is on general license. You don’t 
have to get an individual validated license from the Department of 
Commerce. 

Secretary Weeks. Mr. Smith has a comment. 

Mr. Samira. I was going to say that wheat is owned by the Commod- 
ity Credit Corporation ‘and involves certain procedures that they 
have, which are entirely apart from our own, which do restrict the 
export of commodities acquired by the United States Government at 
support prices, for sale to the Soviet-bloc countries other than Poland 
at below the cost of acquisition. But this is a regulation enforced by 
the CCC, 

Mr. Breepinc. I had presumed that the handling of it was under 
the eee of Agriculture, but I thought also ‘that the exporta- 
tion of wheat, r corn, or other agricultural products, would come 
under the Sec racaiy of Commerce. 

Secretary Weeks. Well, there are no licenses required except to 
Soviet-bloe countries. 

Mr. Breepinc. I have just recently talked to the president of the 
National Association of Wheat Growers, Mr. Herb Hughes, who 
has recently returned from all the South American countries. He 
tells me that our wheat is being diluted by other grains, or polluted 
with materials other than wheat, and I am wonderi ing if there is any 
control, through your branch of Government, or Department, to con- 

trol the grades of wheat as they are shipped abroad. 
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Secretary Wrexs. Not in the Department of Commerce. I can’t 
answer for the Department of Agriculture on that. 

Mr. Breepinc. Don’t you think there should be some plan to send 
good grades of wheat abroad to encourage people from abroad to more 
readily buy our wheat? 

Secretary Weeks. I think that is certainly a desirable way to per- 
form in that area. 

Mr. Breepine. I appreciate you saying that, because Mr, Herbert 
Hughes, of Nebraska, has just told me that any boatload of wheat 
that came into any South American port recently had other grains 
in it. 

Secretary Weeks. I don’t believe in selling shoddy merchandise 
of any character. I do not know about that for a fact. 

Mr, Breepine. Thank you, sir. 

That is all, Mr. Chairman. 

The Cuarman. Mr. Secretary, is there any authority vested any- 
where in the Government, except in your Department under this act, 
to control exports ? 

Secretary Werks. Mr. Ostroff will answer that. 

Mr. Osrrorr. Mr. Chairman, there are a few other specific export- 
control laws. There is one that deals with exports of gold. There is 
one that deals with exports of narcotics. Those are administered by 
the Treasury Department. 

The Atomic Energy Commission also has export control authority 
over fissionable materials. 

The State Department also has ammunitions control activity. That 
is over arms and munitions. 

Secretary Weeks. But generally speaking, in the realm of trade, 
and merchandise, raw materials, finished products, the Department 
of Commerce is the one that does that, and the only one. 

The CratrmMan. You have the exclusive control over ordinary 
trade? 

Secretary Werks. Yes, sir. 

The Cramman. Mr. Patman. 

Mr. Parman. I would like to ask some more questions, Mr. Chair 
man, I did not finish awhile ago. 

Mr. Coap. Mr. Chairman, will you yield for a further question 
along the line of Mr. Breeding’s questioning? Would you say then 
that the Department of Agric sulture does not have control over the 
export shipments of grain? I notice it has been deleted from this 
list. 

Mr. Osrrorr. The Department of Agriculture would have control 
over its own stocks of agricultural commodities that is CCC-owned 
stocks, 

Mr. Coap. But doesn’t it have control over the grading as to type 
of merchandise ? 

Mr. Osrrorr. I would assume they would have it, or it is possibly 
shared with the Food and Drug Administration. But we don’t have 
grading authority in the Department of Commerce. Authority to 
grade and classify is not inthe Department of Commerce. That would 
be exercised over domestic sales presumably as well as foreign sales. 

Mr. Parman. May I proceed, Mr. Chairman ? 

The Cuarrman. Mr. Patman. 
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Mr. Patman. The Congress, in extending the Export Control Act 
last, time, Mr. Secretary, asked that the Department of Commerce re- 
port to it the results of its study of the supply situation in the scrap 
industry. In transmitting this report, Mr. Secretary, the Department 
of Commerce stated that in view of the time limitations this report 

yas inadequate. What has the Department of Commerce done since 
that time to make a definitive scrap supply requirements study ? 

Secretary Weeks. Are you referring to a followup on the Battelle 
study ? 

Mr. Parman. Not necessarily a followup on the Battelle study, but 
the responsibility which resides in the Department of Commerce to 
have definitive supply requirements at all times in order to ad- 
minister the Export Control Act and, in particular, in order to as- 
certain the necessity for instituting “short supply” and other controls. 

You stated, in answer to our inquiry, that on account of time limita- 
tions and for other reasons, the report you made to Congress was in- 
adequate. That referred to the Battelle study, as well as to the De- 
partment of Commerce analysis accompanying the Battelle report. 

Secretary Weeks. Mr. Smith 

Mr. Parman. The question is, What have you done since that time 
to bring these studies up to date? 

Mr. Smirn. Mr. Congresman, there is this report furnished by 
BDSA, which we just received this morning and which has always 
been made available to this committee. 

Mr. Parman. I don’t understand the alphabetical designation. 

Mr. Smirn. Business and Defense Services Administration, which 
is the bureau handling the domestic commerce responsibility. 

Mr. Patman. That is the only thing that has been done since that 
time? 

Mr. Suiru. Tomy knowledge; yes. 

Mr. Parman. Now, Mr. Secretary, I want you to pay attention to 
this, please. Have predictions in the Battelle report been borne out, 
particularly as to the consumption of scrap during the past year? 

Secretary Weeks. We still think the predictions of the Battelle 
report, for the long range picture—10-year picture 

Mr. Parman. I am speaking about last year. 

Secretary Weeks. But now last year, the foreign buyers did not 
take what they had agreed with us they would take. 

Mr. Parman. In other words, the Battelle report was not correct 
for last year? 

Secretary Weeks. Not correct insofar as last year was concerned; 
that is correct. 

But I think that fact is not important in our estimate of the overall 
picture, looking toward the future. 

Mr. Parman. Does the Department of Commerce still consider iron 
and steel scrap a short-supply commodity and administer the con- 
trols accordingly ? 

Secretary Werks. Not today, sir. 

Mr. Parman. You do not consider it in short supply at all? 

Secretary Werks. Not today. 

Mr. Parman. In the scrap-control procedure, the Department of 
Commerce used a grandfather clause, which permitted those who al- 
ready had licenses, or bills of lading outstanding, to ship or apply for 











} 
| 





2S EXTENSION OF EXPORT CONTROL ACT OF 1949 


licenses in the same quantities as those documents available to them. 
That is the regulation about which Mr. Vanik asked you, I believe. 

Has the Department used this type of grandfather clause provision 
in the administration of export controls for other commodities? 

Mr. Borton. Yes, sir; it has, Mr. Patman, in the past. It does not 
at the present time. 

Mr. Parman. It does not use it for any commodity at the present 
time? 

Mr. Borton. There are about four commodities with respect to 
shipments to the Near East only, on which that system is now being 
employed. 

Mr. Parman. Is that what is referred to as the grandfather clause? 

Mr. Borton. That is correct. 

Mr, Parman. That includes iron and steel ? 

Mr. Borron. No, sir; it does not. 

Mr, Parman. It does not at all, now ? 

Mr. Borron. No. 

Mr. Parman. In the administration of export contro] over scrap, 
the Department of Commerce together with the Department of State 
reached agreements with foreign governments so that they would limit 
their imports to agreed-upon amounts for a given year. Have you 
followed this practice, Mr. Secretary, of permitting these controls 
over other commodities to be administered by foreign governments, 
rather than by enforcement by the United States Government ¢ 

Secretary Werks. No, not offhand, Mr. Patman. We did the last 
year, in the case of steel, because we are interested in the economic 
welfare of Western Europe and Japan, and we attempted to point 
out to them that our own requirements would not stand unlimited 
withdrawals for the use of the foreign consumer, and so we made 
these arrangements. 

But I know offhand of no other arrangements of this character. 

Mr. Parman. Have these foreign governments stayed within their 
agreed upon quotas / 

Secretary Weeks. Yes, sir. 

Mr. Parman. What about Japan exceeding her quota in 1956? 

Secretary Werks. Well, we had no such arrangement with them un- 
til last year. 

Mr. Parman. It was only in 1957 that you had the arragement! 

Secretary Werks. Yes, sir. 

Mr. Parman. It did not apply in 1956? 

Secretary Weeks. That is right. 

Mr. Parman. Have agreements with respect to the amounts of a 
particular commodity, for instance, textiles from Japan, which a 
country would export to the United States, been tied to quantities of 
imports of other commodities such as iron and steel scrap from the 
United States? 

Secretary Werks. No, sir. 

Mr. Parman. You have not had any tie-in agreements of any kind 
whatsoever ? 

Secretary Werks. No, sir. 

Mr. Parman. With any country of the world? 

Secretary Werks. Not that I know of. 

Mr. Patman. What was the agreement with Japan with respect 
to textile exports to the United States ? 
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Secretary Wrexs. There was no agreement whatsoever, sir. We had 
consultations, pointing out the damage that was done by excessive 
imports, and Japan, on a voluntary basis undertook to contro] their 
exports. But there was no agreement between the two Governments, 
as such. 

Mr. Parman. That answers the question. There was no agreement / 

Secretary Wreks. Yes, sir. 

Mr. Parman. During the period from August 1955 through the 
fall of 1957, when the regulations and policies respecting iron and 
steel scrap exports were changed, did the Department of Commerce 
call upon the Export Task Group on Ferrous Scrap, for advice with 
respect to these changes ? 

Does the Export Control Act not require that you seek advice of the 
industry affected by your policies? Those are really two questions. 

Secretary Weeks. We do seek advice through our BDSA setup. 
We have about 25 industry committees, and obviously we seek advice 
from the industry concerned. 

Mr. Parman. Who selects the committee ? 

Mr. Smiru. These committees are selected in accordance with pro- 
visions established by the Justice Department to provide for geo- 
graphical representation, for representation according to size. 

Mr. Parman. Do you have a list of them with you? 

Secretary Werks. They will generally be nominated, I think, by 
the industry, but we select—the Department of Commerce reserves the 
right to select. 

Mr. Parman. The Secretary of Commerce accepts or rejects, in 
other words, has the veto power ¢ ¢ 

Secretary Werks. Yes, sir. 

Mr. Parman. So, for all practical purposes, you appoint the com- 
mittee. 

Secretary Weeks. For practical purposes. 

Mr. Parman. You have the veto power. 

Secretary Werks. Yes, sir. 

Mr. Parman. Not the Russian type veto, but the type of veto that 
you can exercise if you want to? 

Secretary Weeks. Yes, sir. 

Mr. Parman. Would you place the names of those industry advisory 
committees in the record at this point, and state the concerns with 
which they are associated ? 

Secretary Werks. Yes, sit 

(The information referred to is as follows :) 


IkON AND STEEL ScRAP Export TASK GRovrp 


Membership as of last meeting, August 3, 1955: 


J. E. Timberlake, Jones & Laughlin Steel Corp., 3 Gateway Center, Vitts 
burgh, Pa. 

I. H. Buchheit, United States Steel Corp., 525 William Penn Place, Pitts- 
burgh, Pa 

*W. J. Betzler, Republic Steel Corp., Republic Building, Cleveland, Ohio 

*A. KR. Thurn, Bethlehem Steel Co., Bethlehem, Pa. 

*l, H. Hanfelder, American Steel Foundries, Prudential Plaza, Chicago, 11 

Irving M. Lynn, Lynchburg Foundry Co., Lynchburg, Va. 

*Alex Miller, Columbin Iron & Metal Co., 6600 Grant Avenue, Cleveland, Ohio 

* Joseph Cohen, General Serap Tron, car, Post Office Box 1361, East Provide NCE, 
Rk. ! 
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*Arnold Weinstein, Independent Scrap Iron Corp., 541 Kent Avenue, Brooklyan, 
NN; & 

*Ralph Ablon, Luria Bros., 100 Park Avenue, New York, N. Y. 
Also in attendance at this meeting: 


(. Brinker, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 

Samuel Shapiro, National Metals Co., Phoenix, Ariz. 

Irvin Levin, Superior Iron & Metal Co., Jacksonville, Fla. 

W. H. Smythe, West Virginia Steel & Manufacturing Co., Huntington, W. Va 


STEEL Propucts INDUSTRY ADVISORY COMMITTEE 


Membership as of last meeting, November 16, 1956: 


*G. Findlay Griffiths, Acme Steel Co., Chicago, Il. 
*P. L. Francis, Alan Wood Steel Co., Conshohocken, Pa. 
*W. B. Pierce, Allegheny Ludlum Steel Corp., Pittsburgh, Pa. 
*Logan T. Johnston, Armco Steel Corp., Middletown, Ohio 
*Howard B. Johnson, Atlantic Steel Co., Atlanta, Ga. 
*Edward A. Livingstone, the Babcock & Wilcox Co., Beaver Falls, Pa. 
*J. V. Honeycutt, Bethlehem Steel Co., Bethlehem, Pa. 
*Arthur Lehr, Bliss & Laughlin, Inc., Harvey, Ill. 
*F. S. Jones, the Colorado Fuel & Iron Corp., Denver, Colo. 
*Howard C. Williams, Continental Steel Corp., Kokomo, Ind. 
*W.H. Wiewel, Crucible Steel Company of America, Pittsburgh, Pa. 
*James L. Hamilton, Jr., Granite City Steel Co., Granite City, Il. 
*John F. Smith, Jr., Inland Steel Co., Chicago, Ill. 
*J. E. Timberlake, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 
C. F. Borden, Kaiser Steel Corp., Oakland, Calif. 
*J. Frederic Wiese, Lukens Steel Co., Coatesville, Pa. 
*A. C. Childs, National Steel Corp., Detroit, Mich. 
*G. W. Blumer, Northwestern Steel & Wire Co., Sterling, III. 
*Marvin J. Bair, Pittsburgh Steel Co., Pittsburgh, Pa. 
*Norman W. Foy, Republic Steel Corp., Cleveland, Ohio. 
*James H. Flagg, Sawhill Tubular Products, Inc., Sharon, Pa. 
*D. B. Carson, Sharon Steel Corp., Sharon, Pa. 
*David F. Austin, United States Steel Corp., Pittsburgh, Pa. 
N. C. Reed, Wheeling Steel Corp., Wheeling, W. Va. 
Walter E. Watson, Youngstown Sheet & Tube Co., Youngstown, Ohio 


Also in attendance at this meeting: 


F. Price Norris, Allegheny Ludlum Steel Corp., Pittsburgh, Pa. 
W. J. Stephens, Bethlehem Steel Co., Bethlehem, Pa. 
Ross Wilkins, Great Lakes Steel Corp., Detroit, Mich. 
W. M. Hall, Wheeling Steel Corp., Wheeling, W. Va. 
Richard F. Sentner, United States Steel Corp., Pittsburgh, Pa. 


SPECIAL CONFERENCE OF PRODUCERS OF Six BASIC FERROALLOYS 
(Date of conference, January 31, 1957) 


Industry participants: 
Wallace Macgregor, Climax Molybdenum, New York City 
Andrew Leith, E. J. Lavino & Co., Philadelphia, Pa. 
Wm. R. Kuntz, Molybdenum Corporation of America, New York City 
Ernest H. Klein, New Jersey Zinc Sales Co., New York City 
Erb Gurney, Bethlehem Steel Corp., Bethlehem, Pa. 
George C. Floyd, Vanadium Corporation of America, New York City 
James Fentriss, Foote Mineral Co., Philadelphia, Pa. 
B. M. Doig, Hanna Furnace Co., Detroit, Mich. 
K. W. Cunningham, Ohio Ferro-Alloys Corp., Canton, Ohio 
Russell B. Caples, Anaconda Co., New York City 
David G. Bowser, Interlake Iron Corp., Beverly, Ohio 
Wm. T. McGinnis, Keokuk Electro-Metals Co., Keokuk, Iowa 
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Norris B. McFarlane, Pittsburgh Metallurgical Co., Niagara Falls, N. Y. 

Carl McFarlin, Jr. and R. C. Brown, Tennessee Product & Chemical Co., Nash- 
ville, Tenn. 

H. P. Megill, Chromium Mining & Smelting Co., Chicago, Il. 

John H. Merriam, Kaiser Aluminum & Chemical Co., Washington, D. C. 

Stanley M. Norwood, Union Carbide & Carbon Co., New York City 

James L. Oberg, Metal & Thermit Co., New York City 

J. W. Potter, Jackson Iron & Steel Co., Jackson, Ohio 

L. B. White, Jr., United States Steel Co., Pittsburgh, Pa. 

E. M. Rich, Inland Steel Co., Chicago, Il. 


STEEL CASTINGS (CARBON AND LoW ALLOY) INDUSTRY ADVISORY COMMITTEE 


Membership as of last meeting, February 6, 1957: 


*C. E. Grigsby, American Steel Foundries, Chicago, Il. 

*B. P. Hammond, Blaw Knox Co., Pittsburgh, Pa. 

*A.S. Breithaupt, Dodge Steel Co., Philadephia, Pa. 

*Joel C. Farrell, Farrell-Cheek Steel Co., Sandusky, Ohio 

*H. F. Park, Jr., General Steel Castings Corp., Granite City, Lil. 

*John Light Worrilow, Lebanon Steel Foundry, Lebanon, Pa. 

*T. H. Harvey, the Ohio Steel Foundry Co., Lima, Ohio 

*K. F. Marquardson, Pacific Steel Casting Co., Berkeley, Calif. 

*Allan M. Slichter, Pelton Steel Casting Co., Milwaukee, Wis. 

*Frank M. Robbins, Ross-Meehan Foundries, Chattanooga, Tenn. 
*Herbert F. Blattner, Scullin Steel Co., St. Louis Mo. 

*R. L. Gilmore, Superior Steel & Malleable Castings Co., Benton Harbor, Mich. 
*I>. P. Murphy, Symington-Gould Corp., Depew, N. Y. 

*K. C. Gardner, Jr., United Engineering & Foundry Co., Pittsburgh, Pa. 


Also in attendance at this meeting: 


k’. K. Donaldson, executive vice president, Steel Founders’ Society of America, 
Cleveland, Ohio 
A. J. McDonald, Steel Founders’ Society of America, Washington, D. C. 


OPEN Die PRESS AND HAMMER FORGING INDUSTRY ADVISORY COMMITTEE 
Membership as of last meeting, March 21, 1957: 


John T. Georgeson, president, Atlas Forging Co., 1443 South 55th Court, Cicero, 
Ill. 
*Erb Gurney, manager of sales, Bethlehem Steel Co., Bethlehem, Pa. 
Herbert Allen, vice president, Cameron Iron Works, Post Office Box 1212, Hous- 
ton, Tex. 
*George H. Philson, president, Cann & Saul Steel Co., Royersford, Pa. 
*i. H. Evans, president, Ellwood City Forge Co., 10th Street, Ellwood City, Pa. 
*A.R. Gaus, vice president, Erie Forge & Steel Co., Erie, Pa. 
William Fink], president, A. Fink] & Sons Co., 2011 Southport Avenue, Chicago 
14, Il. 
*Lawrence H. Carlsen, president, Hellstrom Corp., 9400 Belmont Avenue, Franklin 
Park, Il. 
*David Hurley, president, D. Hurley & Sons, Newark, N. J. 
*Henry C. Isaacson, president, Isaacson Iron Works, Seattle, Wash. 
*Derek Brigg, manager of sales, Midvale-Heppenstall Co., Nicetown, Philadelphia 
10, Pa. 
Glenn C. Merkley, vice president, National Supply Co., Torrance, Calif. 
*Homer C. Lackey, manager of sales, United States Steel Corp., 525 William Penn 
Place, Pittsburgh 30, Pa. 


Drop ForeGiIng INDUSTRY ADVISORY COMMITTEE 


Membership as of last meeting, April 18, 1957: 
*R. T. Crocombe, vice president, AmForge division, American Brake Shoe Co., 
155 North Wacker Drive, Chicago 6, Ill. 
R. J. Ahern, president, Billings & Spencer Co., 1 Laurel Street, Hartford 1, Conn. 
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*J. H. Greene, president, Brewer-Titchener Corp., 111 Port Watson Street, Court- 
land, N. Y. 

E. L. Brauchler, secretary-treasurer, Canton Drop Forging & Manufacturing Co., 
207 12th Street, SE., Canton 2, Ohio. 

*L. M. Fehrenbach, president, Indianapolis Drop Forging Co., Inc., 1800 Madison 
Avenue, Indianapolis 7, Ind. 

C. W. Stone, president, Interstate Drop Forge Co., 4051 North 27th Street, 
Milwaukee 16, Wis. 

*Raymond B. Kropp, president, Kropp Forge Co., 5301 West Roosevelt Road, 
Chicago 50, Ill. 

*Victor F. Braun, president, Ladish Co., 5481 South Packard Avenue, Cudahy, 
Wis. 

W. H. Stocking, vice president, Pittsburgh Forging Co., Post Office Box 307, 
Coraopolis, Pa. 

Charles H. Smith, Jr., president, Steel Improvement & Forge Co., 970 East 64th 
Street, Cleveland 3, Ohio. 

BH. M. Cook, vice president, Transue & Williams Steel Forging Corp., 562 East 
Ely Street, Alliance, Ohio. 

*Gordon R. Walker, president, Walker Forge, Inc., 2000 17th Street, Racine, Wis. 

Robert W. Stoddard, president, Wyman-Gordon Co., 105 Madison Street, 
Worcester 1, Mass. 


Also in attendance at this meeting: A. H. Milnes, executive vice president, 
Steel Improvement & Forge Co., Cleveland, Ohio. 


SPECIAL CONFERENCE WITH IRON AND SCRAP DEALERS ON THE IRON AND STEEL 
SckaP SITUATION 


(Date of conference, October 10, 1957) 


Industry participants: 


Stanley J. Asrael, National Federation, Independent Scrap Yard Dealers, 
Inc., Alexandria, Va. 

E. C. Barringer, Institute of Scrap Iron and Steel, Inc., Washington 6, D. C. 

Stanley Diefenthal, Southern Scrap Metal Co., Ltd., New Orleans, La. 

Myron L. Chase, Luria Bros. & Co., Inc., New York City, N. Y. 

J. Feldman, Commercial Metals Co., Dallas, Tex. 

Frank B. Gordon, Harcon Corp., Boston, Mass. 

Stanley Kaplan, M. 8. Kaplan Co., Chicago, I. 

Leonard H. Krieger, Institute of Scrap Iron & Steel, Inc., Pittsburgh, Pa. 

Paul W. Learner, the Learner Co., Oakland, Calif. 

Irving Levin, Superior Iron & Metal Co., Dallas, Tex. 

Alex Miller, Columbia Iron & Metal Co., Cleveland, Ohio 

Herman D. Moskowitz, Schiavone-Bonomo Corp., Jersey City, N. J. 

Hugo Neu, Hugo Neu Corp., New York, N. Y. 

Morris Rosoff, National Federation, Independent Scrap Yard Dealers, Inc., New 
York, N. Y. 


SPECIAL CONFERENCE WITH STEEL INDUSTRY REPRESENTATIVES ON IRON AND 
STEEL SCRAP SITUATION 


(Date of conference, October 17, 1957) 
Industry participants: 


IF. G. Buchheit, United States Steel Corp., Pittsburgh, Pa. 

B. E. Estes, Jr., United States Steel Corp., Pittsburgh, Pa. 

J.D. Sloan, Youngstown Sheet & Tube Co., Youngstown, Ohio 

H. C. Stringfield, American Iron and Steel Institute, New York, N. Y. 
A. R. Thurn, Bethlehem Steel Co., Bethlehem, Pa. 

R. D. Woodward, Bethlehem Steel Co., Bethlehem, Pa. 
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SPECIAL CONFERENCE WITH REROLLING RAIL DEALERS ON THE SUPPLY-DEMAND 
SITUATION FOR THE BALANCE OF 1957 AND 1958 


(Date of conference, October 29, 1957) 
Industry participants: 


J. Feldman, Commercial Metals Co., Dallas, Tex. 

William J. Luria, Luria Bros. & Co., Inc., Philadelphia, Pa. 
J. M. Schrieber, Hyman-Michaels Co., Chicago, I. 

H. R. Winkler, Paper Calmenson & Co., St. Paul, Minn. 


SPECIAL CONFERENCE WITH USERS OF REROLLING RAILS ON SUPPLY-DEMAND 
SITUATION FOR BALANCE OF 1957 AND 1958 


(Date of conference, October 31, 1957) 

Industry participants : 
sruce Bunting, Structural Metals, Inc., Sequin, Tex. 

H. J. Davis, Calumet steel division, Borg Warner, Chicago Heights, Ill. 
W.R. Dirksin, Buffalo Steel Corp., Tonawanda, N. Y. 

Harold T. Henry, Jersey Shore Steel Co., Jersey Shore, Pa. 

O. W. Irwin, Rail Steel Bar Association, Chicago, Tl. 

David A. Pollak, the Pollak Steel Co., Cincinnati, Ohio 

W. H. Smythe, Conners steel division, H. K. Porter Co.. Birmingham, Ala. 

Mr. Parman. That is all, Mr. Chairman. 

Mr. Mvurer. Mr. Chairman ? 

The Cuatrman. Mr. Multer. 

Mr. Murer. Mr. Secretary, with reference to the export of the 
scrap metal, it was my understanding that back in April, May, and 
June of last year, because of the requirement that a license would not 
be issued unless the applicant had an order, there was only 1 yas, 4 
that was shipping any scrap to the European countries, and only 1 
company was shipping to Japan. Am [right about that ? 

Secretary Werks. Mr. Borton will answer that. 

Mr. Borron. We have always had the requirement that an applicant 
must have a firm order before he applies. That has been that way 
over a period of many years, and for all commodities. 

Mr. Muurer. But isn’t it a fact that in April, May, and June of 
last year there was only 1 company shipping to the European Con- 
tinent and only 1 company shipping to Japan ¢ 

Mr. Borron. For a period of time that was correct; that is right. 

Mr. Mutrer. Has that been changed now ¢ 

Mr. Borron. I am not sure just how many are shipping at the pres- 
ent time. They changed the method of bidding. I think in large 
measure as a result of the constructive suggestions of the House 
Small Business Committee. Notwithstanding the change in the 
system, the same firms that had been getting most of the business 
in the past, wound up getting it again. 

Mr. Mutrer. At any rate, back in April, May, and June, 1957, there 
was in existence a contract or contracts, as a result of which the 
European purchases were being made all through a single company 
in this country, and the same for J: apan, and then your Department, 
and I think the State Department, made representations to the foreign 
countries as a result of which those contracts were canceled, and then 
they went to competitive bidding among the dealers. Am I right? 

Mr. Boron. That is correct. 

Mr. Mutter. But despite the competitive bidding, the situation has 
remained the same. There is only one successful bidder ? 
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Mr. Borron. No; I am not sure that there is only one. I think other 
firms have been getting some of that business. 

Mr. Motrer. Will you check that and submit it to us for our records, 
please ? 

Mr. Borron. Yes, sir. 

(The information referred to follows :) 

Ten different firms participated in licensing of exports of ferrous scrap to 
Europe and Japan in 1957. 

Mr. Mutrer. I notice that in your addendum regarding legal-en- 
forcement activities, there is a reference to two companies that violated 
the regulations in connection with the export of borax 

On page 6, there is a company listed, company and Taliddale, and 
the same thing on page 7, one company and an individual. 

First, may I ask, has this been made part of our record ? 

Mr. Osrrorr. Yes, sir; this statement has. 

Mr. Mutrer. Am [ right that borax today is a strategic material ? 

Mr. Ostrorr. That is right; it is under control. 

Mr. Mutrer. And we do not issue any license for exporting it to 
any of the Iron Curtain countries ? 

Mr. Smirn. Except Poland. 

Mr. Moutrer. Weare shipping borax to Poland today ? 

Mr. Smirn. In small quantities; yes, sir. 

Mr. Muurer. It is an important source of strategic fuel today; is it 
not ? 

Mr. Smirn. That is correct. We did a great deal of work in the 
Commerce Department, Mr. Multer, to get this item under interna- 
tional control. It has both strategic and civilian uses, as you know. 

Mr. Murer. Yes. 

Mr. Siri. So, in making the decision with respect to Poland, we 
took into account what their normal civilian requirements are for 
enameling purposes, and similar industrial uses, and on that basis we 
licensed that trade. 

Mr. Mourer. I wonder if you could supply us with more details, for 
our records, as to the quantities that were concerned in the two items 
of borax shipments referrd to on pages 6 and 7, and the dates on which 
the violations occurred, and the reason for the differnce in treatment 
which appears from your statement on pages 6 and 7? 

In one instance, there was a suspension of privileges until November 
24, 1957: or r: ather you suspended them, I think, in June of 1! 957; and 
in October 1957 you modified the order so as to restore the privileges 
as of November 24, 1957. 

And in the other case, on September 4, 1957, you denied all export 
privileges of borax for the duration of the export controls. 

Mr. Osrrorr. As you can see, these are two entirely different cases, 
and we will be glad to supply the details you requested. We have just 
summarized the orders here. 

What you would like, as I understand it, is the detailed information 
about the circumstances of each case ? 

Mr. Muurer. Yes. 

Mr. Osrrorr. As a matter of fact, as you may recall, we publish in 
the Federal Register, the departmental order which suspends these 
firms, and that contains, I believe, most of the detail of the nature that 
you are inquiring about. In addition, it is our regular custom to 
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accompany suspension orders with an explanatory press release, and 
we will furnish both for the record. 

Mr. Mutrer. I wish you would. Ido not want to attempt to super- 
impose my judgment or try to substitute my judgment for yours, but 
it strikes me that in de: uling with an item like borax, probably the sus- 
pension or denial of privileges for the duration of export controls 
would be the proper way of handling it, as you did in the second case, 
rather than the short suspension as in the first case. But, of course, 
without all the facts, I have no right to pass judgment. 

Mr. Osrrorr. I understand. In the case of the modification, it 
was on appeal and undoubtedly there were some extenuating circum- 
stances. We will furnish the detail. 

Mr. Mutter. Thank you. 

That is all, Mr. Chairman. 

(The information referred to is as follows :) 


The two cases in question are Matter of Jarach-Guetta Industrial Overseas Co., 
Ine., et al, (22 Fed. Reg. 4510, modified on appeal, 22 Fed. Reg. 8071) ; and Matter 
of Gbrs. Melman, et al. (22 Fed. Reg. 7408). We enclose herewith for the infor- 
mation of the committee copies of the published orders and press releases in these 
cases, which allow more fully than our summary a comparison of the facts found 
upon administrative hearing in each case, and an understanding of the reasons 
for the difference in their disposition. It will be noted therefrom that the Jarach- 
Guetta firm, a New York exporter, was in essence found to have committed neg- 
ligent acts in connection with an export of 130 tons of borax to Italy, which a 
Belgian financing intermediary willfully diverted to Poland in the spring of 1955. 
There was no evidence that the exporter knew of the Belgian intermediary’s in- 
tentions, only that the exporter’s carelessness made the diversion possible. For 
this, the Bureau of Foreign Commerce, after contested hearing, denied the export- 
er’s export privileges for 7 months and placed it on probation for an additional 17 
months. On appeal, the Department’s Appeals Board found certain mitigating 
features in the case and modified the order by decreasing the period of actual 
suspension to 5 months and increasing the probation period to 19 months. 

In contrast, in the Melman case, BFC found that this defaulted Netherlands 
trader had willfully made false statements and deliberately used another firm 
as a “front” in unsuccessful efforts to obtain over 500 tons of borax from the 
United States which he intended to tranship to East Germany. Further, he was 
found to have transhipped to the Soviet bloc, over 1,000 tons of United States 
origin borax which he had bought in a series of transactions from reputable west 

Nuropean distributors, by misrepresenting the ultimate destination to be Holland. 
For these flagrantly willful and repeated offenses Melman was suspended for the 
duration. 


{From the Federal Register, Thursday, October 10, 1957, vol. 22, No. 197, page 8071] 
JARACH-GUETTA INDUSTRIAL OVERSEAS Co., INC... ET AL. 
[B. F. C. Case 232] 
APPEALS BOARD DECISION 


In the matter of Jarach-Guetta Industrial Overseas Co., Inc., Lawrence M. 
Jarach, Amedeo H. Guetta, 120 Wall Street, New York 5, N. Y.. Appeals Board 
Docket No. FC—46, B. F. C. Case No. 232 

This appeal is from an Order of the Director, Office of Export Supply, Bureau 
of Foreign Commerce, Revoking Export Licenses and Denying Export Privileges 
dated June 24, 1957. The above stated appellants are herein joined as one 
appellant. (22 F. R. 4510, June 27, 1957). 

The order denied appellant, an Giatletes, export privileges for two years from 
the date of the order, but provided automatic restoration of these privileges after 
seven months (January 24, 1958) conditioned upon appellant’s compliance with 
the order and the export control laws and regulations during the entire two year 
period. The order provided in part that any privileges restored may be revoked 
summarily and without notice upon a finding by appropriate officials of the Office 
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of Export Supply, Bureau of Foreign Commerce (BFC), that appellant has 
knowingly failed to comply with the conditions set forth in the order. 

In brief, appellant had received an order for borax from Italy, applied for and 
received a validated export license to ship to Italy, via Rotterdam, and caused 
the borax to be exported in 1955. Following its arrival at Rotterdam, the borax 
was transshipped by a Belgian firm to an unauthorized destination (Poland), 
in contravention of U. S. laws and regulations. In substance, appellant was 
charged with misuse of the validated license by shipping to the Belgian firm 
borax licensed for export to the Italian firm, non-disclosure of the Belgian firm’s 
participation in the transaction to BFC, failure to place the name and address of 
the Italian firm as licensed ultimate consignee on the order bill of lading, and 
failure to place on the commercial invoice the required destination control state- 
ment showing the borax licensed for Italy. 

Appellant’s defense generally was that the shipment was made in conformity 
with the license as issued since they had been informed that financing would 
come through a third country ; had considered the Belgian firm to be the expected 
although not previously named, financing agent; and had no knowledge of any 
intention to illegally transship. 

On these issues appellant was suspended following a hearing by a Compliance 
Commissioner whose recommendation for suspension was accepted. 

Appellant admitted its omission of the required ultimate destination control 
notice on the invoice covering the export, which was addressed to the Belgian 
firm. Appellant did place on this invoice, in the box under customers order 
number, the name and place of location of the ultimate consignee in Italy. 
Appellant admits that the omission of the destination control notice was a viola- 
tion of the regulations and states that it was an oversight. 

While the required statement “These Commodities Licensed By U. S. For 
Ultimate Destination Italy, Diversion Contrary to U. 8. Law Prohibited” was 
placed on the bill of lading, and the Rotterdam freight forwarder to be notified, 
who was chosen by the ultimate consignee in Italy, was shown on the bill of 
lading, the ultimate consignee and its Italian address were not shown. 

This bill of lading was prepared by appellant’s freight forwarder. Appellant 
had requested this freight forwarder to arrange for shipment from Los Angeles 
and clear the shipment in accordance with shipping instructions attached. These 
shipping instructions, although stating that the ultimate destination of the goods 
was Italy, omitted the name of the ultimate consignee. However, the name and 
address of the ultimate consignee were on the export license and hence, obtain- 
able by the freight forwarder which had an obligation to prepare the bill of 
lading in accordance with U. S. regulations. 

Appellant is represented as being a firm of two individuals, Jarach and Guetta, 
assisted by a staff of two girls in their New York office. One or the other of 
these principals customarily spent considerable periods in Europe for the pur- 
pose of obtaining export business, largely in Italy through their familiarity with 
the language, and largely falling within the general export license categories. 
Most of their business appears to have been done through brokers, agents and 
commission men in Europe. 

As to the subject transaction, the record indicates that appellant Guetta met 
a man in Italy who styled himself as representative of an Italian firm which 
later became the ultimate consignee named in the export license application. 
The subject of borax exports was discussed. Guetta was advised that financing 
of an order would have to be arranged through Switzerland. In due course, and 
in brief, an order for borax was received from the Italian firm, accompanied 
by an acceptable consignee statement and an export license was then issued. 
Upon appellant’s representations that the letter of credit had not been estab- 
lished when termination of the 6 month license period approached, BFC extended 
the license for one month. 

Appellant then received from a firm in Belgium, previously unknown fo ap 
pellant, a short straight cablegram giving it a letter of credit number in a New 
York bank for borax. Finding from the bank that this letter of credit was not 
in its favor, appellant cabled the Belgian firm and eventually a letter of credit in 
its favor was opened, apparently by amendment of the letter of credit first 
mentioned. 

Injected into the situation was a letter from a Swiss firm, or individual, advis- 
ing of close association with the Belgian firm, referring to the borax order, and 
initiating negotiations for further borax transactions. This letter indicates a 
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Swiss interest of some sort, and gives support to appellant’s calim that financ- 
ing would come through Switzerland. 

However, in view of the record, it is clear to the Board that the ultimate con- 
signee in Italy, his representative who initiated the transaction, the Swiss firm 
or individual, and the Belgian firm, all were undoubtedly engaged, in varying 
degree, in exporting this particular shipment from the U. 8S. for transship- 
ment into the Soviet Bloc in contravention of U. S. laws and regulations. With 
this intent, as evidenced by the fact that this illegal transshipment was made, it 
would seem apparent that these foreign individuals endeavored to conceal their 
intentions from the U. S. exporter and use it as a dupe and, as indicated by the 
letter from the Swiss firm or individual, hoped to use appellant for further illegal 
transactions until appellant was caught. 

It was stipulated in effect, that BFC had no evidence and did not charge that 
appellant knew that the borax, after arrival at Rotterdam, was to be trans- 
shipped to Poland. Although this stipulation clears the appellant of any charge 
of being a participant in an illegal transshipment to Poland, appellant, through 
carelessness, negligence and omissions contributed to the illegal transshipment 
from Belgium to Poland. 

It was unrefuted that this was the only order for borax that appellant had 
and that it had never shipped borax before. Appellant contends that it had no 
reason to doubt that the letter of credit established was for anything other than 
the subject borax and, therefore, had no reason to doubt that the Belgian firm 
was acting for the ultimate consignee as a financing agent or factor. The men- 
tion of the Belgian firm and the Italian firm in the Swiss letter would tend to 
confirm appellant’s belief. 

The omission of the ultimate destination notice on the invoice furnished 
the Belgian firm was clearly a violation of U. S. export control regulations. The 
Belgian firm’s requirement in the letter of credit that the invoice be made out to 
it rather than to the Italian firm, or to it as agent for the Italian firm, appar- 
ently did not strike appellant as suspicious, though it should have done so. 
There is no direct evidence that the Belgian firm became a new ultimate con- 
signee but the evidence of appellant’s negligence led to strong inferences as to 
this point. 

The omission of the ultimate consignee’s name on the bill of lading was 
an omission by appellant’» Los Angeles freight forwarder, who had all the in- 
formation necessary to prepare a bill of lading in accordance with Government 
regulations, although responsibliity also rests in appellant for this act of its for- 
warding agent. 

The failure of appellant to inform the Bureau of Foreign Commerce of the par- 
ticipation of the Belgian firm in the transaction at the time appellant first 
learned its name and role was a serious act of negligence on their part. 
Whether appellant correctly or incorrectly regarded the Belgian firm as a fi- 
nancing intermediary or as buyer or even as ultimate consignee is beside the 
point, on this score, because in any view of its participation, the Belgian firm, 
under BFC regulations, was a party in interest to the export transaction that 
should have been disclosed to BFC. 

An applicant for a validated export license is required to make disclosure in 
his export license application as to the parties concerned in the transaction and 
all of his representations are, under the regulations, deemed to be continuing in 
effect, unless and until BFC is notified of a change and approves the requisite 
amendment or license, if one has been issued. 

This obligation of an exporter exists both before, and continues after, the li- 
cense has been issued, and even after shipment may have been made. 

Appellant’s failure in this regard deprived BFC of its right and opportunity 
to check on the reliability and good faith of the newly introduced Belgian party, 
and disclosure thereof might well have prevented the illegal transshipment 
which ultimately occurred. 

The Board agrees that a suspension is appropriate and just and that much 
cof the basis for determining the degree of suspension was sound. But the Board 
differs with the recommendation and the order in the weight given certain 
evidence and the conclusions drawn therefrom. This is principally because 
of the unrefuted statement of appellant that this was the only order of borax 
it had, or had ever exported, and that it had been advised that the financing was 
coming through Switzerland. The Board believes that in the light of these 
circumstances appellant was justified in assuming that a letter of credit opened 
for approximately the same amount of borax licensed, by expected third party 
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financing, was a natural part of this transaction in which the third party was 
a financing agent or factor with the intermediate and ultimate consignee re- 
maining unchanged. 

The Board believes that there was no change intended by appellant as to the 
ultimate consignee but that planned and actual illegal use of the bill of lading 
and invoice by the Belgian firm caused the transshipment to Poland. This 
leads the Board to give different weight to certain other points stressed in the 
order. 

It is the oninion of the Board that, in view of the whole record, the order 
should be sustained but modified as to the period of active suspension only. 

Now therefore be it is ordered, That the Order Revoking Export Licenses and 
Denying Export Privileges, Bureau of Foreign Commerce Case No. 232, dated 
June 24, 1957, be sustained except that Part IV thereof, shall be changed to pro- 
vide that the respondents shall have their export privileges restored to them 
conditionally on November 24, 1957, instead of a period of seven months (Jan- 
uary 24, 1958) following the order as originally provided. 


FREDERIC W. OLMSTEAD, 
Chairman, Appeals Board. 
OcTOBER 3, 1957. 


{[F. R. Doc. 57-8337 ; Filed, Oct. 9, 1957; 8:54 a. m.] 


The Cuarrman. Mr. Secretary, what is the price of iron and steel 
scrap now as compared with 2 years ago, when we extended the 
authority to the Department ? 

Secretary Weeks. The Iron Age composite price, No. 1 heavy melt, 
today, in February, is $37.33. In February of 1956, it was $47.83. 
It has dropped about $10 in the 2-year period. It reached a high, 
at one point, of $65.17. 

Mr. Parman. Will you excuse me, Mr. Chairman? 

What was the price on June 30, 1957? 

Secretary Werks. The June price was $54.50. Whether that was 
the price—and the July price was $53.50. This is the end of the 
month figure, $54.50 

The Cuarmrman. There seemed to be an acute shortage at the time we 
considered the bill 2 years ago, and we heard from a great many 
smaller industries as to their dilemma, : and we haven't heard anything 
at this time. 

Secretary Weeks. With the present steel production at its level, 
I think you would not. And also I think we were very successful 
last year in getting an agreement to hold down—an understanding 
with these consumers abroad that they would hold down to a given 
level. 

But obviously, under today’s conditions of steel production in this 
country, you wouldn’t have the problem that you had 2 years ago. 

Mr. Patman. May I ask a question, Mr. Chairman ? 

What was the price of heavy-melting steel scrap, say, in May 1957? 

Secretary Werks. $50.83. 

Mr. Parman. In April? 

Secretary Werks. $44.17. 

Mr. Patman. When did you appear in the hearings before the 
Small Business Committee on the iron and steel scrap investigation ? 
Do you recall? Wasit April or May, last year? 

Secretary Werks. I don’t remember. Do you mean in 1956? 

Mr. Parman. 1957. 

Secretary Werks. I would say it was May. That is my best 
recollection. 
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Mr. Parman. Along about that time, when we held these hearings, 
the price did go up; didn’t it? 

Secretary Weeks. Well, I can’t 

Mr. Parman. Well, it shows right there on your paper. 

Secretary Weeks. Well, the price went up from May, from roughly 
$51 to $55, in the next month, and then started dropping. 

Mr. Parman. For what period of time do you have those prices, 
2 years? 

Secretary Werks. 1956 and 1957, and 2 months of 1958. 

Mr. Patman. Would you put that in the record ? 

Secretary Werks. Yes, sir. 

The Cuarrman. It may be introduced in the record. 

(The information referred to follows :) 





Iron Age composite price of No. 1 heavy melting scrap, 1956 through February 1957 


{Dollars per gross ton] 


1000 —.JAROET chi ccdemmmwns 50. 83 | 1957—January____...-----.__. 55. 50 
NET oii cscciminickigedatinigeces 47. 83 NT vais ct tctpekciiinaante 52.17 
) 2 eee ea ee 53. 67 SI cll 6 cain lacapeitnciegdcableu 44.17 
ERIE riniciincpiemnbndete eee Pe icancchinnstnlstasnapaien sensible 44.17 
NN acd icin dealin 45. 83 SN cit hs ctdtacemaa 50. 83 
IS casein ated captain 44, 83 TN as cathedral tec esesitine 54. 50 
SUEY is chDiscecd psi ea congas ieaeoatle 52. 67 DN ee ingrilh ts scrncmnsnatentichieibiieiges 53. 50 
RE 5 oi aie 58. 50 TINIE crs ae ecchiaeiinncctes de tias 50. 17 
Oe ncn ednee 57. 33 PONE 3 oa Sa cece el 40. 83 
I iad cktascaeeea tices 57. 50 October____-. Lialcinantadialisiciastad 34. 00 
November_—--- scelttia tas Uden il 65.17 NOVO a. dbo cence 32. 00 
RO te ia 63. 50 TO COIOR Ss ki ccsnicnticsicmicaiiods 32. 83 

1958—January.__.......-...... 35. 00 
WONG EG cit cbdclntininnten 37. 33 


The Cuatrman. Thank you, Mr. Secretary, for your statement. 

The committee will adjourn, to meet at the call of the Chair. 

(Whereupon, at 12:10 p. m., the committee adjourned, to meet at 
the call of the Chair.) 


x 





